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Meet the faculty 


CIENTIFIC marketing is going to be the key to success or 
failure for many businesses in the months ahead. Hence a 
study of marketing is a vital part of the program of the Execu- 

tives’ School of Credit and Financial Management. 


’ 


“Current Trends in Marketing” is an intensive course which 


covers the significant activities entailed in bringing a finished prod- 
uct to its ultimate consumer. And, like all the other courses at the 


school, it is taught by an expert. 


Dr. Kenneth Dameron is Pro- 
fessor of Business Organization 
at Ohio State University. He 
supervises public relations and 
research activities of the Commit- 
tee on Consumer Relations in 
Advertising. A graduate of Co- 
lumbia University, he has taught 
at Columbia, Southern California 
and Princeton. He is a former 
special assistant to the chairman 
of the WPB and is the author of 


several books and articles. 


An understanding of the functions of marketing and their effect 


on his own operations is essential to the progressive, forward- 


thinking credit executive. The Executives’ School of Credit and 
Financial Management, to be held at the University of Wisconsin 
August 22 to September 3, is set up to give businessmen an oppor- 
tunity to study this and other aspects of business policy. Write 


today for full information to 


Dr. Carl D. Smith, Executive Director 
EXECUTIVES’ SCHOOL OF CREDIT AND FINANCIAL MANAGEMENT 


One Park Avenue New York 16, N. Y. 




















































A neighborly 
property insurance 
company reports 
to the Public: 


Weneren defines “neighbor” as one who lives 
nearby; is associated with others on friendly 
terms. 

By that definition, The Home is truly a neigh- 
horly property insurance company. Through its 
forty thousand representatives, The Home lives 
in and serves cities, towns and hamlets in every 


state of the Union. 





To countless property owners, The Home is 
personified by the hard-working representative 
who takes an interest in their problems and their 
protection—the man who lives down the street, 
who serves on civic committees, the man who 
brings prompt financial relief to policyholders 
when disaster strikes. That is The Home, in its 
most fundamental sense. 

Now, more than ever, The Home is a “grass 
roots” company. Ten fire-marine insurance com- 
panies which were previous affiliates, last year 
were merged into The Home. The balance sheet 
shown is the first complete one issued by the en- 
larged Home organization. This is rightly of in- 
terest to the public, because The Home is by far 
the leading insurance protector of American 


homes and the homes of American industry. 


en Eng 


PRESIDENT 


Balance Sheet December 31, 1948 


ADMITTED ASSETS 


Cash in Office, Banks and Trust Compan 
United States Government Bonds 

Other Bonds and Stocks 

Investment in Associated Company 
First Mortgage Loans . 

Real Estate 2a os .- 6 ee “Ss % 
Agents’ Balances, Less Than 90 Days Due 
Reinsurance Recoverable on Paid Losses 
Other Admitted Assets . . . . 2. 


Total Admitted Assets . . . . 


LIABILITIES 


Reserve for Unearned Premiums . 
Reserve for Losses. . 
Reserve tor Tames. « 6 2 es ee 8 
Liabilities Under Contracts with War Ship 
Reinsurance Reserves. . . . « 
Other Liabilities . . . 

Total Liabilities Except Capital 
ME. ee es OL ws 





Surplus : 73,823,519.59 = Total re a ren 
i $285,403,703. 
Surplus as Regards Policyholders . . . . . . . . . . 93,837,115.08 cs neleeeonie ale @ 
Se ee 380.35. 
ee wd. @ G& ee Ee ee ee Sree wae $285,245,438.10 a 
PROPERTY THE HOME FIRE ° MARINE 
INSURANCE AUTOMOBILE 


MO 6c © sng es + se GSO 
107,440,297.48 
122,046,607.25 
6,871,511.16 
3,126.58 

play ean 4,330,868.09 
oe a ee eS 10,811,751.20 
706,975.90 
2,006,693.37 


$285,245,438.10 


. . . . . . . . . 


$141.729,267.00 
33,879,862.00 
9,000,000.00 
2,888,128.21 
1,493,633.18 
2,417,432.63 


oe 6 ee ow 6 © )=6§991,408,323.02 
. + . $20,013,595.49 


° . + + . ~ . 
. . . . . . . . . . . 


. . . - . . . . . 


ping Administration . 


Home Office: 59 Maiden Lane, New York 8, N. Y. 


The Home Indemnity Company, an affiliate, writes Casualty Insurance, Fidelity and Surety Bonds. 
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NOTES: Bonds carried at 
$8,143.395.33 Amortized Value and 
Cash $80,000.00 in the above bal- 
ance sheet are deposited as re- 
quired by law. All securities have 
been valued in accordance with the 
requirements of the National 
Association of Insurance Commis- 
sioners. Assets and Liabilities in 
Canada and Jamaica, B.W.1. have 
been adjusted to the basis of the 
free rate of exchange. Based on De- 
cember 31, 1948 market quotations 
for all bonds and stocks owned, 


Editorial 


Back to a Representative Government 


of the word this may be an acceptable description, but is not an accurate one. 

We are not a democracy in the true sense; our forefathers purposely sought to 
avoid our ever being a democracy. They sought to, and did, establish a representative 
form of government. 

The wording of our Constitution indicates very clearly that the founding fathers 
were fearful of two possible developments in the new country of their creation. On the 
one hand they feared an autocracy. They had just had an unfortunate experience with an 
injudicious king. On the other hand they feared mob rule. That is why they put in the 
system of checks and balances between the executive, judicial and legislative departments. 
They were very careful to limit the powers of a centralized form of government. 

It is significant that most of our real problems developed when an administration 
exceeded these powers. When you acquiesce in the expansion of authority vested in a 
centralized government or are indifferent to its assumption of power never intended, you 
lay the ground work for bureaucratic control, and bureaucracy is not representative form 
of government. It is autocracy. 

It is to be hoped that some way, somehow, we can start a trend back toward the 
restoration of a representative form of government. The further we get away from a 
representative form of government, the more apt we are to place a premium on votes— 
an objectionable premium in the form of a subsidy, special privilege or group favoritism. 

In a representative form of government, we are more likely to look at the future of 
the nation and place the nation’s well being above area or sectional welfare. We will 
certainly be much more disposed to think of a political candidate in terms of how he may 
serve the nation rather than how he may serve a political district. We will lift and 
broaden our evaluation of people aspiring for public office. Our great objective should be 
to maintain the representative form of government under which this nation has made 
world history. 


()': nation is frequently referred to as a democracy. In the modern interpretation 
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The NACM Position on 


U0 


RECORDATION 


HOA 


What it means to the practicing credit executive 


by E. WILLIAM LANE 


Treasurer, The American Screw Co., Providence 


AY I review briefly some of 
the statements made one 
year ago when a similar bill, 


H. R. 2412, was before this sub- 
committee for a hearing? The Na- 
tional Association of Credit Men is 
an organization of almost 30,000 
members covering the entire United 
States. Its members represent manu- 
facturers, wholesalers, jobbers, bank- 
ers, and a good representation of the 
finance companies. These members 
belong to some 125 local associations 
established in all of the principal 
cities of the United States, and, 
affiliated together, represent the Na- 
tional Association of Credit Men 
with headquarters at 1 Park Avenue, 
New York, New York. The associa- 
tion was organized in 1896, and its 
aim then, as now, was to protect the 
credit of the Nation by placing upon 
the statute books of the Nation and 
the various States rules of conduct 
and procedure in this tremendously 
important part of our American 
business economy. 

On May 1, 1945, the National 
Association of Credit Men, as an 
organization, approved a policy of 
recordation of intent to assign ac- 
counts receivable and of rendering 


4 


aid to such states as desired to have 
such a statute. During the next two 
years it was found that this pro- 
cedure was not producing the de- 
sired results from a National point 
of view. So, in May, 1947, at a 
legislative committee meeting of our 
National Association, a resolution 
was adopted, by a 7 to 3 vote, and 
this resolution was approved by the 
Board of Directors on the following 
day. This resolution is as follows: 
“That the amendment tc Section 60a 
of the National Bankruptcy Act in- 
corporated in H. R. 2412 and S. 826 
be approved, provided that there be 
added to the amendment, or in some 
other provision of the Bankruptcy 
Act, a requirement that the title of 


an assignee of accounts receivable, 
or other choses in action, shall be 
perfected by filing or recording a 
notice of intention to assign accounts 
in a Federal or State office, and that 
failure to so perfect the title shall, 
under the conditions specified in 
Section 60a, invalidate the assign- 
ment as against a trustee in bank- 
ruptcy.” 

This completes a very brief re- 
sume of certain information pre- 
sented to a similar sub-committee of 
the 80th Congress in May, 1948. 


HERE are certain phases of 

Amendment H. R. 2691 that | 
shall leave to our attorney who will 
appear before you today. I am here 
to speak to you from the point of 
view of a credit executive who has 
had over twenty-five years of ex- 


Once again the question of amending Section 60a of the National 
Bankruptcy Act has come up. H.R. 2691, introduced in the 81st 
Congress, calls for an amendment to 60a with a provision for the 
recordation of assignment of accounts receivable. The members 
of the National Association of Credit Men have made their at- 
titude toward this question abundantly clear. To place that 
opinion on record, National Director E. William Lane, Treasurer 
of the American Screw Company, Providence, R. I., and W. Ran- 
dolph Montgomery, of counsel to the NACM, appeared before 
the subcommittee of the House Judiciary Committee. These 
are the statements they made. 
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perience in this line of work, and 
who has the opportunity to see the 
justification for such a Federal 
statute. 

The three great “C’s” in the ex- 
tension of credit are Capital, Capac- 
ity, and Character, with special em- 
phasis on “Character.” It is this last 
virtue which has made it possible 
for approximately 90% of the tre- 
mendous volume of business which 
is done each year in this great 
country of ours to be done on a 
credit basis. This fine record has 
been brought about because over the 
years we in the business world have 
preached ‘“‘above the board” dealings 
in our credit relations with each 
other. Some states, and the Federal 
Government, have made a splendid 
contribution to this end by enacting 
certain laws and rules of conduct 
and procedure. The National Bank- 
ruptcy Act is an outstanding con- 
tribution which the Government has 
made along this line, but I feel, and 
the National Association of Credit 
Men feels, that this Act should con- 
tain a provision that makes it man- 
datory for the recordation of the 
intent to assign accounts receivable. 

Today we are required to record 
real estate mortgages, chattel mort- 
gages, mechanics’ liens, etc. What 
argument can we find that is sound 
and just that makes it unsound, un- 
just and unfair to record the assign- 
nent of accounts receivable? I do not 
have to tell you that the finance com- 
panies and the banks, who I under- 
stand are opposing this amendment, 
are doing a legitimate and legal 
business. We are proud to know 
them as members of our National 
Organization, but I cannot see why 
they should want to keep confiden- 
tial the fact that a deserving bor- 
tower has been to them for a loan 
on a very important -asset of that 
borrower. This is not playing the 
game “above the boards.” It might 
be that the merchandise which this 
borrower has sold and on which he 
holds an account receivable has not 
yet been paid for. This gives the 
lender a preferment at the expense 
of the credit grantor. We are not 
saying that this transaction is not 
perfectly fair and legitimate, but we 
do say that the credit grantor should 
know that this transaction has taken 
place, and the only way that the 
credit grantor can know this is to 
take these now confidential transac- 

tions out into the open by a Federal 
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R. G. Tobin, New York. 


As you requested, | am sending along herewith the formal statement 
which | submitted to the Committee in accordance with the rules and regu- 
lations of the Committee. | might say, though, that | am quite confident 
that | did not stick very closely to this written statement. You see, Dick, 
| was a little bit rushed in trying to get this thing out and get it in their 
hands forty-eight hours before appearing, and | was not at all satisfied with 
the statement when it reached my desk, but | had to get something into 
their hands. After this had been mailed | became a little bit more relaxed 
and sat down and thought about what should be said and what had not been 
said in this formal statement. Finally, when | appeared before the committee 
| made practically no attempt to follow the line of thought in my formal 
statement, but spoke, as you might say, straight from the shoulder from a 


businessman’s standpoint. 


It is true that | had definite items | wanted brought out, and | tried 
to follow these in my argument for the adoption of recordation. 


c. Wit. 


statute requiring the recordation of 
the assignment. 


| AM going to complete this state- 
ment by quoting from the tran- 
script which was submitted to this 
sub-committee one year ago by a 
fellow member of the National Asso- 
ciation of Credit Men, Mr. Frank 
A. Dudley: 

“We commercial grantors of credit 
extend the credit to concerns which 
enable them in turn to do a credit 
business and create accounts re- 
ceivable. These accounts they may 
wish to borrow money on. This in 
itself is not a nefarious practice and 
we have no quarrel with it. What 
we do insist upon is knowledge that 
it is being done. This borrower as- 
signs or attempts to assign to a 
lending company his accounts re- 
ceivable or even accounts not yet 
in existence as security for the loan 
and the usual practice is to assign 
accounts double in value of the loan. 

“We grant the credit relying on 
the assets of the debtor as basis for 
the credit extended. Should he mort- 
gage his real estate, or his fixtures, 
or his stock of merchandise, such lien 
must be recorded in a designated 
place of recording which gives con- 
structive notice of the fact to the 
whole world. It seems to us but log- 
ical that a lien plaeed-upon so impor- 
tant a part of the assets of a debtor as 
his accounts receivable should also 
be published. There is no other way 
in which we can know of it. 

The debtor retains possession of 
the accounts. He collects them from 





his customers in the usual course of 
business and remits the proceeds or 
a portion thereof to the lending com- 
pany. The customers of the borrower 
never know their accounts have been 
assigned to a third party. If the 
borrower sends his customer’s checks 
to the lending company, that com- 
pany when it deposits them in its 
own bank account does not endorse 
its name thereon; only a number 
recognized by the bank as an en- 
dorsement. 

“The* lending companies who 
unanimously oppose the recordation 
theory, insist that accounts receiv- 
able are in a different category from 
tangible physical assets and are in- 
tangibles, known in the common law 
as choses in action, and not subject 
to being handled nor regarded as 
are physical assets. But there has 
grown up a relatively modern inven- 
tion of business, the lending on 
accounts as security which treats 
accounts receivable in reality the 
same as tangibles. Logically, then, re- 
cording should follow. 

Through the years the public knew 
there was something wrong with all 
this secrecy. Attempts were made to 
make it necessary to mark the ledg- 
ers of the borrowers, designating the 
accounts assigned. Some States made 
it necessary to notify the customers 
of the borrowers that their accounts 
had been assigned. Such devices 
were unwieldy and have in the main 
been discarded but the lenders are 
not willing that a workable solution 
be adopted. They want complete 
secrecy surrounding their transac- 


5. 


tions. They claim recording is not 
fair to the borrower. It is not so 
regarded when a mortgage against 
his real or personal property is 
recorded. 

“Then what is the unfairness? Is 
it that such type of borrowing in the 
past may have been regarded as a 
last gasp type financing ? That would 
be unfair in this present day and in 
any event has no place in the argu- 
ments herein presented for recording 
statutes. In those States in which 
recording statutes have been enacted 
the business of lending on accounts 
receivable has continued with no in- 
terruption and with no detriment to 
the business of the lending com- 
panies and great satisfaction to the 
commercial grantors of credit. Fur- 


ther, the lending companies have 
promoted the factors’ lien acts 
throughout the country which re- 
quire public notice. These acts pro- 
vide that when-the merchandise sub- 
ject to the factor’s lien is translated 
into an account the lien shifts to the 
receivable. This seems to be a glar- 
ing inconsistency with their attitude 
on the present question. 

“Only if an accompanying amend- 
ment to the Bankruptcy Act requir- 
ing recordation of intent to assign 
accounts receivable is adopted can 
we feel certain that unsecured credi- 
tors will receive their just dues and 
secret transfers to their detriment be 
once and for all done away with, as 
so long has been the intent of the 
Congress of the United States.” 


The amendment from the legal standpoint 


By W. RANDOLPH MONTGOMERY 


Counsel, National Association of Credit Men 


HE proponents of this amend- 
ment contend that the bona- 


fide purchaser test in present 
Section 60a places a cloud upon cer- 
tain legitimate security transactions 
such as trust receipts, and chattel 
mortgages and conditional sales on 
shifting stocks of merchandise. 
While there has never been a de- 
cision of any court interpreting Sec- 
tion 60a as invalidating these types 
of security transactions, I believe it 
desirable nevertheless that the matter 
be settled by legislative action. How- 
ever, in achieving this result, the 
proposed amendment to Section 60a 
would have the unfortunate result 
of validating secret liens on accounts 
receivable, unless Section 2 of H. R. 
2691, proposing a new Section 70i, 
be enacted simultaneously. 


OR many years prior to the en- 

actment of the Chandler Act in 
1938, Congress from time to time 
amended Section 60a in an effort 
(unsuccessful until 1938) to strike 
down secret liens. The very purpose 
of adding the bona fide purchaser 
test was stated in the report on the 
bill to the House of Representatives 
to have been “with the contemplated 
purpose of striking down secret 
liens’ (H. R. Rep. No. 1409, 75th 
Cong., Ist Sess., p. 30). 
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Following the 1938 amendment 
to Section 60a, the United States 
Supreme Court, in Corn Ex. Nat. 
Bk. & Tr. Co. v. Klauder, 318 U. S. 
434 (1943), held that where, by 
state law, an assignment of accounts 
receivable may be perfected against 
creditors and subsequent assignees 
only by notification of the obligors 
of the accounts, and such notifica- 
tion was not given within four 
months before bankruptcy, the as- 
signment (the other elements of a 
voidable preference being present), 
was voidable at the instance of the 
trustee in bankruptcy of the assignor. 


INCE the Klauder decision, fif- 

teen states (Arkansas, Connecti- 
cut, Illinois, Indiana, Maine, Mary- 
land, Massachusetts, Michigan, Min- 
nesota, New Hampshire, Oregon, 
Rhode Island, South Dakota, Vir- 
ginia, and Wisconsin) have enacted 
so-called “validation statutes” under 
which an assignment of accounts re- 
ceivable is valid as against all the 
world without public notice and 
without notification of the obligors. 
Twelve other states (California, 
Colorado, Florida, Idaho, Missouri, 
North Carolina, Ohio, Oklahoma, 
South Carolina, Texas, Utah, and 
Washington) have enacted statutes 
providing that an assignment of ac- 


counts receivable shall not be valid as 
against creditors or subsequent as- 
signees unless notice of the assign- 
ment, or notice of intention to assign, 
the accounts has been filed or re- 
corded in a public office. 

The test as to whether a transfer 
has been perfected as required by 
the provisions of Section 60a, is to 
be determined by the requirements 
of the law of the state where the 
assignment was made (Corn Ex. 
Natl. Bk. & Tr. Co. v. Klauder, 
supra). 

The “validation statutes” were 
enacted with the express design and 
purpose of avoiding the impact of 
the Klauder decision as it affects 
accounts receivable financing, and 
were intended to, and do, nullify 
the intent of Congress as expressed 
in the Section 60a amendment of 
1938, by perpetuating secret liens on 
accounts receivable. 

It is believed that the objective of 
Congress in adding the bona fide 
purchaser test to Section 60a was 
sound, and that if such an assign- 
ment of accounts receivable be made 
within four months before his bank- 
ruptcy, it is in the public interest 
that, regardless of state law, the 
assignment should be recognized as 
against a trustee in bankruptcy of 
the assignor only if the transfer has 
heen disclosed. 


HE most liquid asset of a busi- 

ness concern, other than cash in 
bank, is its accounts receivable, rep- 
resenting merchandise sold and de- 
livered, and the receivables consti- 
tute the principal asset upon which 
unsecured credit is extended. 

Cash in bank, while, of course, 
more liquid than receivables, is not 
a safe basis for the extension of 
credit because the amount varies 
from day to day. Trade acceptances 
receivable cannot be relied upon as 
a basis for credit because they are 
customarily discounted. Notes re- 
ceivable, if made by an _ ordinary 
commercial buyer, usually repre- 
sent a stale account and therefore 
cannot be relied upon, or, if they 
represent sales to customers, are, 
like trade acceptances, ordinarily 
discounted and not available basis 
for credit. 

In the case of a stock of merchan- 
dise or inventory, which is the third 
most liquid asset of a business con- 
cern, the law of many states requires 
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that, if it is being financed under 
trust receipt, notice of the transac- 
tion must be recorded. It is difficult 
to see why, if notice of financing by 
trust receipt is required to be pub- 
licized, notice of financing by the 
pledge of accounts receivable should 
not likewise be a matter of public 
record. 


S POINTED out by the Su- 

preme Court in the Klauder 
case, borrowing on accounts receiv- 
able is often regarded as a sign of 
financial weakness, but this unfavor- 
able reaction is believed to be the 
direct result of two factors which 
are Closely related: First, the high 
discount rates which are, or have 
been, charged by certain finance 
companies, and second, the secrecy 
attending the transactions. 

High discount rates are fostered 
by secrecy because of the risk im- 
posed upon the lender of being an 
innocent second assignee who may 
not only find himself with no secur- 
ity, but who must refund to an undis- 
closed first assignee anything he 
may have collected. Banks lending 
money at commercial rates of in- 
terest cannot afford to take the risks 
which are assumed by finance com- 
panies lending at high rates, and 
consequently have been reluctant to 
enter the receivables financing field 
in the absence of protective legisla- 
tion. Where banks have entered the 
field, reasonable rates of discount 
have been made available to bor- 
rowers, and accounts receivable 
financing has achieved respectability. 


oe of the proposed 

Section 70i would, it is believed, 
encourage more commercial banks 
to enter the field, and the resulting 
competition in rates would be of 
inestimable benefit to borrowers who 
now pay the price of secrecy in the 
form of high discount rates and the 
attendant stigma. 

Section 70i will impose no hard- 
ship upon banks and finance com- 
panies, but will merely require that, 
as a condition of validity as against 
a trustee in bankruptcy of the as- 
signor, there shall be filed with the 
Clerk of the United States District 
Court, either within ten days after 
an assignment of accounts receiv- 
able, or before four months prior to 
the bankruptcy of the assignor, a 
simple notice signed by the assignor 
and the assignee, stating that the 
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H. R. 2691 proposes to amend Section 60a of the Bank- 
ruptcy Act by eliminating from the present provisions 
of the statute as adopted in 1938 the requirement that 
a transfer of property other than real estate, to be valid 
as against a trustee, shall be perfected not only as 
against creditors but also as against bonafide pur- 


chasers. 


assignor has assigned, or intends to 
assign, one or more accounts receiv- 
able to the assignee named therein. 

Where, however, a state statute 
provides in effect that an assignment 
of an account shall be invalid as 
against subsequent creditors of the 
assignor unless notice has been filed 
in a public office, Section 70i ex- 
pressly provides that compliance 
with such statute shall be sufficient, 
—thus avoiding duplicate filing in 
the twelve jurisdictions where pub- 
lic notice is presently required. 

A notice once filed will be valid 
for a period of three years, and may 
be renewed for successive periods 
of three years each. Filing of an 
amended notice is required if a 
change occurs in the name or the 
principal place of business or, if 
there be no place of business, the 
place of residence, of the assignor. 
Provision is made for the discon- 
tinuance of a filed notice of assign- 
ment by the assignor or the assignee 
if either wishes to clear the record. 

Such a notice on file in a public 
office will place persons extending 
credit to the assignor on notice that 
they cannot, without further investi- 
gation, rely upon the customer’s 
accounts receivable as a basis for 
credit. Without such notice, they 
may be, and many times have been, 
deluded into believing that the ac- 
counts receivable are available as 
a basis for credit when, in fact, the 
accounts are subject to an unrecord- 
ed lien which often becomes known 
only when bankruptcy ensues. 

In no way, except by public notice, 
can persons granting credit to an 
assignor be assured of their position 
any more than a purchaser of real 
estate could be assured of the validity 
of his title if conveyances of real 
estate were not recorded. 


T IS believed that Section 70i is 

clearly within the bankruptcy 
power granted to Congress by the 
Constitution. It does not change, or 
attempt to change, property rights 
created by state law, but merely 
establishes a uniform rule of dis- 


tribution in bankruptcy. The filing 
of the notice is required only if the 
assignment be made within four 
months before bankruptcy, and fail- 
ure to file invalidates the assignment 
only in the event of the bankruptcy 
of the assignor. 

The use of the bankruptcy power 
to cut down rights created by state 
law is neither novel nor extraordi- 
nary. Under Section 57i as con- 
structed, a surety who has not paid 
a principal creditor before the bank- 
ruptcy of a principal debtor, in effect 
loses his right of reimbursement and 
is remitted to his right of subroga- 
tion. The right of subrogation may 
not be as effective as the right of 
reimbursement, for the surety may 
be confronted with troublesome legal 
questions if the principal creditor, 
to whose right he is subrogated, has 
received fraudulent conveyances or 
preferences on other claims. Never- 
theless his claim is discharged 
whether proved or not. Williams v. 
U. S. F. & G. Co., 236 U. S. 549 
(1915). 

Again, a landlord’s priority for 
rent is arbitrarily limited by the pro- 
visions of Section 64a (5), regard- 
less of state law to the contrary. 
Nevertheless, neither Congress nor 
the Supreme Court has found any 
difficulty in such a taking of property 
rights created by state law. City Bk. 
Farmers Tr. Co. v. Irving Tr. Co., 
299 U. S. 433 (1917) ; Kuehner v. 
Irving Tr. Co., 299 U. S. 445 
(1937). 

Since the Act of June 22, 1938, 
in the interest of uniformity, prior- 
ities created by state law are no 
longer recognized in bankruptcy 
(Section 64a), and certain liens are 
deferred to wage claims in contra- 
diction to state law (Section 67c). 

As a rule of distribution in bank- 
ruptcy, and regardless of state law, 
a trustee in bankruptcy should pre- 
vail over a transferee of accounts 
receivable if public notice of the 
assignment has not been filed at least 
four months before the assignor’s 
bankruptcy. 

(Continued on Page 26) 





How to plan a 


Sound insurance program 


N discussing the subject of insur- 
ance I'll try not to be as ambigu- 
ous as a New York insurance 

agent who wrote this letter to a 
mountaineer in western Pennsyl- 
vania : 


Dear Sir :— 


“Surrender of the policy is per- 
missible only within the days at- 
tendant the grace period on com- 
pliance with the citation relevant 
options accruing to the policy. 
We are estopped from acquiescing 
to a surrender prior to the policy’s 
anniversary date. We are con- 
fident that an investigation rele- 
vant to the incorporation of this 
feature will substantiate that the 
policy is not at variance with 
policies of other companies.” 

to which the mountaineer replied :-— 
“Dear Mister: I’m sorry, but I 
don’t understand your letter. If 
you'll explain what ya mean, I’ll 
try to do as ya ask!” 
A prominent business executive told 
me once that while he didn’t know 
too much about taxes and insurance, 
he did know that you have to pay 
taxes or go to jail and you have to 
carry insurance or you may go broke. 

Recently I asked the claim ad- 
justor for a group of large insurance 
companies to give me a few recent 
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by J. L. DAVIS 


Treasurer, H. C. Godman Company, Columbus 


fire losses in which the insured col- 
lected only a part of his loss due to 
carrying inadequate insurance with 
or without co-insurance clause—and 
he gave me this astanishing informa- 
tion— 

a. In a very fecent fire the loss 
amounted to $1,000,000 and the 
insurance carried was only 
$153,000. 

. A fire loss of $127,000 for 
which the insured collected only 
$70,000, due to insufficient in- 
surance with an 80% co-insur- 
ance clause. 

. A fire loss of $412,000 for 
which the insured collected only 
$40,000, due to insufficient in- 
surance with an 80% co-insur- 
ance clause. 

. A fire loss, by a partnership, of 
$286,000, for which $221,000 
was paid due to a 90% co- 
insurance clause. 

. A fire loss, by a very large cor- 
poration, of $1,300,000, for 
which $521,000 was paid due 
to an 80% co-insurance clause. 


ERE is a brief outline of an 
insurance program of a success- 

ful company. The company operates 
two manufacturing plants and 100 
retail stores located throughout nine 
states, and a general office and cen- 


trally located merchandise ware- 
house. 30% of manufacturing pro- 
duction is distributed through its 
retail stores, and the balance of 70% 
sold by salesmen traveling in all 
states. Annual sales to customers 
and consumers amount to about 
$8,000,000. Some insurance policies 
are carried with stock companies, 
and some with mutual companies— 
and only with those companies in 
each group which have the highest 
ratings as published in Best’s Insur- 
ance Guide. 


Program of Insurance 


1. Fidelity Bond—( Primary Com- 
mercial Blanket Bond) covers 
all employees, except retail store 
clerks, up to a maximum of 
$10,000.00 on each employee. 
This bond applies to positions 
or job classifications and there- 
fore covers any employee s0 
classified. The name of an em- 
ployee is not specified in the 
bond and no notice to insurance 
company is necessary of changes 
in personnel. 

Although not an insurance re- 
quirement, the Company fre- 
quently requires a new employee 
to fill out a bond application 
which is sent to the insurance 
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Just Suppose 


this was a fire 


in your plant! 


What would be your thoughts? 


Would you be sure that your 
insurance policies were in a 
safe place? 


Would you feel sure that you 
had sufficient coverage to re- 
build your plant? 


Are your account books and the 
records in the office properly 
protected so that such a fire 
will not destroy them? 


What of your employees? How 
long will it be before they 
will be able to go back to 
work and earn another pay 
check? 


Will you have to use up capital 
funds to carry on until a new 
plant is built? 


What was the cause of this de- 
structive fire? Did it start 
because of some carelessness 
that might have been pre- 
vented through proper pre- 
cautions on your part? 


Right now is a good time to 
think over these things and 
be sure that they will never 
happen in your plant. 


bh 


company who makes its usual 
investigation and reports its 
findings, if unfavorable, to the 
Company. Recently an eastern 
Company sent to its insurer a 
bond application of a new Vice 
President and investigation dis- 
closed the man was wanted by a 
National Detective Agency as a 
forger. 


.Public Liability and Property 


Damage — (Comprehensive 
General Liability) 
Limits—for Bodily Injury 
Liability 
$50,000.00 each person 
100,000.00 each accident 
100,000.00 aggregate products 
for Property Damage 
$5,000.00 each accident 
25,000.00 aggregate 
This policy covers all prop- 


erties owued or leased and con- 
struction operations and in- 
cludes liability for all acts or 
omissions of lessors of leased 
premises, and for personal in- 
jury and false arrest. 


. Money and Securities (Compre- 


hensive Disappearance and De- 
struction)—Covers loss up to 
$5,000.00 outside of premises, 
and up to $20,000.00 inside of 
premises, by actual destruction, 
disappearance or wrongful ex- 
traction of moneys and secur- 
ities. 


. Depositor’'s Forgery Bond— 


Covers loss up to $5,000.00 by 
forgery or alteration of any 
check drawn or purporting to 
have been drawn by the Com- 
pany—also 75% of loss on any 
check accepted by the Company. 
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5.General Property Floater— 


Covers loss on incoming and 
outgoing shipments by freight, 
express, mail and trucks (in- 
cluding Company trucks) from 
the time they are delivered to 
the carrier until delivered to the 
consignee; all transportation 
hazards, including floods, are 
covered. 


. Workmen's Compensation and 


Employers’ Liability — Covers 
all liabilities that may accrue 
under workmen’s compensation 
laws of the state in which any 
employee resides—except the 
state of Ohio in which the com- 
pany pays contributions re- 
quired by the state for em- 
ployees residing in Ohio. 


. Combination Automobile Policy 


—Covers all automobiles and 
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auto trucks owned against any 
direct and accidental loss or 
damage — including collision 
after $50.00 deductible; partial 
losses are settled on the basis 
of replacement cost and full 
losses are settled on the basis 
of stated value in policy. It 
also covers all automobiles and 
auto trucks owned, hired, and/ 
or owned by employees when 
used in business, against public 
liability in limits of $50,000.00 
each person, $100,000.00 each 
occurrence for bodily injury 
and $10,000.00 each accident for 
property damage. 

The insurable value of autos 
and trucks is established at 
the beginning of the policy year 
by the Company on the basis of 
market value and this value is 
accepted by the Insurance Com- 
pany and so stated in the policy. 


. Optional Coverage—Errors and 
Omissions—covers loss by fire 
and extended coverages up to 
$50,000.00 on all property of 
whatever nature, real or per- 
sonal, wherever located, in 
which the Company now has or 
may hereafter acquire on insur- 
able interest. Losses payable 
under this policy are limited to 
any loss that may be sustained 
—because of errors and/or 
omissions in effecting specific 
insurance, which result in being 
under-insured. 


9. Fire and Extended Coverages 
—Sprinkled Buildings—covers 
loss by fire, lightning, explosion 
(except steam boilers), wind- 
storm or hail, smoke, sprinkler 
leakage, aircraft, vehicles, riot 
and civil commotion, and mali- 
cious mischief. The policies 
cover two buildings and the 
contents therein. Each building 
is in a different city, with no 
specific amount applicable to 
each building—and without any 
co-insurance clause. The 
amount of insurance required 
is computed as follows— 
Buildings, Machinery & Equip- 

ment at full replacement cost. 
Finished Merchandise, product 
of insured at sales price to 
customer. 
All other contents at current 
cost. 


. Fire and Extended Coverages 
—Unsprinkled Buildings—cov- 


ers loss by fire, lightning, explo- 
sion (except steam boilers), 
windstorm or hail, smoke, air- 
craft, vehicles, riot and civil 
commotion, and malicious mis- 
chief. The policy covers prop- 
erty of the insured, or held in 
trust, or on consignment, or 
for which the insured may be 
liable in the event of loss or 
damages, all while contained 
in any building, shed or struc- 
ture or in the open within 100 
feet thereof, within the limits 
of the United States. This 
policy is written in a provisional 
amount, with an 80% co-insur- 
ance clause; quarterly reports 
are filed with Insurers showing 
actual values at risk and pre- 
mium settlement is made at the 
end of the policy year on the 
basis of these reports. The 
amount of insurance required 
is computed as follows: 

Buildings at replacement cost 
less depreciation on average 
age. 

Equipment at replacement cost 
less depreciation on average 
age. 

Leasehold Improvements at re- 
placement cost less deprecia- 
tion on average age. 

All other contents at current 
cost. 


11. Business Interruption (Use and 
Occupancy)—covers actual 
loss, including loss of operating 
profit, during a total or partial 
suspension of business due to 
damage by fire, lightning, or 
other covered hazards, plus 
payment of the entire ordinary 
pay roll for ninety days or less. 
This insurance is carried on the 
one factory located in a small 
town, with questionable ade- 
quate water supply, and con- 
sidered within a tornado area. 


. Accidents to Boiler and Air 
Tanks—covers loss to property 
of the Company—and property, 
including bodily injuries, of 
others, by accident to equip- 
ment in factory heating plants 
and air pressure equipment in 
factories; also for loss by sus- 
pension of business at the rate 
of $500.00 for each day of total 
prevention of business up to a 
limit of $50,000.00 for any one 
accident. An accident is defined 
in the policy to include those 


occasioned by strike, riot, civil 
commotion or malicious mis- 


chief. 


.In addition to the above, the 
Company carries insurance 
against plate glass breakage at 
rented retail store premises 
where the lease specifies that 
tenant must assume responsi- 
bility for such breakage. Also 
storekeeper’s burglary and rob- 
bery insurance is carried on 
stores in those locations where 
frequency of lawlessness _indi- 
cates that such coverage is ad- 
visable. The Company does not 
carry insurance on the life of 
any of its officers as it believes 
the premium cost can best be 
used in the training of admin- 
istrative personnel—but _ this 
would not necessarily be advis- 
able in a partnership in which 
insurance on the life of each 
partner should be given careful 
consideration. 


The amount of insurance required 
on sprinkled buildings and contents 
is computed monthly, and on un- 
sprinkled risks quarterly, and en- 
tered on a regular form used for this 
purpose which provides columns for 
(1) insurance required, (2) insur- 
ance in force and (3) under or over 
insurance. 

The annual premium cost of this 
insurance program is $17,500.00, 
equivalent to about 2/10 of 1% on 
sales. 


| pinta a majority of all fire, 
etc. policies written on business 
property contains a co-insurance 
clause of 80% or 90%. This clause 
is not mandatory ; it is optional with 
the insured. The insurance rate with 
the clause is from 10 to 20% less 
than for insurance with no co-insur- 
ance clause. 


This policy clause simply means 
that the insured will carry insurance 
in an amount equal to sound re- 
placement cost multiplied by the 
clause per cent, or in case of partial 
loss, he will be a co-insurer. For 
example property having a sound 
replacement cost of $100,000 is in- 
sured for $75,000 with an 80% co- 
insurance clause. There was a 10s 
by fire amounting to $50,000; the 
insured collects only $46,875. 
(75/80 of $50,000) because he 
should have been carrying insurance 
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of $80,000 ($100,000 x 80%). In 
a total loss of an insured property 
the co-insurance clause has no sig- 
nificance as the insurer must pay the 
full amount of the policy. What the 
insured should have done, in this 
example, was to carry $100,000 in- 
surance with 90% _ co-insurance 
clause thereby having his property 
fully insured at the lowest insurance 
rate obtainable. 


HE most perplexing problem in 

placing adequate insurance for 
fire and related coverages is the de- 
termination of replacement and/or 
sound values on buildings and equip- 
ment, there being no particular prob- 
lem in the value of merchandise since 
that is generally considered to be the 
price paid, if bought, or the cost to 
produce, if made. 

There are two reasonably safe 
ways to establish these values: (1) 
by an appraisal by reputable apprais- 
al engineers which is the safest way 
but requires time and entails con- 
siderable expense, and (2) by use 
of published Cost Indexes which 
require little time and the ability 
to correctly make ordinary mathe- 
matical computations ; these Indexes 
are usually available from Insurance 
Companies. 

Sound value is current replace- 
ment cost less depreciation in ac- 
cordance with the age of the prop- 
erty, and it is this value on which 
claims for losses are settled by all 
insurance companies unless other- 
wise specified in the policy or by 
endorsement thereto. Replacement 
value is full current replacement cost 
without any consideration to the age 
of the property or depreciation, and 
insurance may be carried on this 
basis by application to insurers. By 
using published Cost Indexes the 
replacement value and/or sound 
value, for adequate insurance cover- 
age, may be determined as illustrated 
in the accompanying table. 

The same procedure may be fol- 
lowed for other classes of depre- 
ciable properties by using the pub- 
lished Cost Indexes and depreciation 
rates for each class. 


are companies today are in- 
suring buildings and equip- 
ment at replacement value and there- 
by, in case of loss, collect the full 
replacement cost of the loss. The 
advantage of this is apparent in a 
simple example: 


How to determine the replacement value and sound 


value for adequate coverage by the use of cost indexes. 


BUILDINGS 


Years to Value for Average 
Date Cost 12/31/48 Aging Age 
Dec. 31/40 Construction 150,000 8 1,200,000 
Dec. 31/42 Addition 50,000 6 300,000 
Dec. 31/43 Addition 25,000 3 125,000 
Dec. 31/45 Addition 25,000 3 75,000 
250,000 1,700,000 
Total for Aging 1,700,000 + 250,000 = 7 years 
Replacement Cost Factor 
If the Building Cost Index *The Current Replacement;Cost Factor is— 
at beginning of Year is— 1940 1941 1942 1943 1944 1945 1946 1947 
1948 193.2 
1940 102.2 1.89 
1948 193.2 
1941 109.2 Ltt 
1948 193.2 
1942 117.7 1.64 
1948 193.2 
1943 $22.1 1.58 
1948 193.2 
1944 126.6 1.53 
1948 193.2 
1945 133.6 1.45 
1948 193.2 
1946 155.4 1.24 
1948 193.2 1.08 
1947 178.2 
* Latest Index divided by Earliest Index. 
REPLACEMENT COST 
Current 
Year of Original Current Replacement 
Purchase Cost Cost Factor Cost 
1940 $150,000.00 x $207 = $265,500.00 
1942 50,000.00 x 1.58 = ,000.00 
1943 25,000.00 x 1.53 = 38,250.00 
1945 25,000.00 x 1.24 = 31,000.00 
Total $250,000.00 
Replacement Cost $413,750.00 
Depreciation 7% (7 years @ 1% per year) 28,962.50 
Sound Value at December 31, 1948 $384,787.50 


The same procedure may be followed for other classes of depreciable properties 
by using the published Cost Indexes and depreciation rates for each class. 


A company owned a building 20 
years old, with a replacement cost of 
$100,000.00 and equipment, average 
age 15 years, with a replacement cost 
of $100,000.00. A fire destroyed one 
half of the building and equipment. 
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Under replacement cost insurance 
the company would collect $100,000 ; 
under sound value insurance it 
would collect $67,500.00, 
Assuming that the Company car- 
(Continued on Page 28) 
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RESERVES 


AACA 


in Credit Analysis 


by ALBERT F. CHAPIN 


Professor of Finance, New York University 


given varying values by the 

credit analyst. Some credit 
managers are wont to make a cursory 
comparison of a few certain items to 
each other largely ignoring in the 
process any significance there might 
be in other items or other relation- 
ships. 
large majority of cases, for the ex- 
perienced credit analyst arrives at a 
correct appraisal of the risk without 
a meticulous examination of the 
financial statement. 


| sve in:the balance sheet are 


MONG the items which may re- 
ceive but scant attention of 
hurried if not harassed credit man- 
agers are Reserves. The significance 
of the Reserves on the balance sheet 
may not be fully grasped because 
their purpose and effect may not be 
fully understood. Indeed, the con- 
troversy among economists and ac- 
countants over. one class of reserves, 
the reserve for depreciation, ‘seems 
likely never to end. Even our Su- 
preme Court has completely reversed 
itself on this reserve. As late as 
1878, the Supreme Court denied the 
validity of depreciation as a factor 
in determining profit though it 
clearly recognized repairs and main- 
tenance. Now provision for depre- 
ciation is a legal requirement wher- 
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No disaster results in the | 


ever rate making bodies are con- 
cerned, But it is not intended here 
to discuss reserves from the view- 
point of the economist or the ac- 
countant but rather to consider the 
effect of the reserve, assuming it to 
be “fairly presented,” on credit 
analysis. 

The term itself has various mean- 
ings. Funk and Wagnall’s New 
Standard Dictionary lists fifteen 
definitions rather distinct from each 
other. Accountants sometimes try to 
modernize the terminology of a bal- 
ance sheet by substituting for the 
term “reserves” the expressions 
“provision for” or “allowance for.” 
But to the uninitiated these expres- 
sions are but little more revealing 
than the word “reserve” itself. 
Stating the purpose of the reserve 
helps the analyst to determine how 
he is to treat it though it does not 
aid him in appraising its sufficiency. 


RESERVE is merely the result 

of accounting decision and 
action. It is, indeed, as Funk and 
Wagnall’s defines it, “something set 
apart for a particular purpose” but 
not physically. No physical change 
whatever results. It is no more than 
the spreading of a little ink for an 
informative purpose. This book- 
keeping entry is made for one of 


three different purposes ; namely, to 
disclose more accurately the value 
of an asset, to reveal a liability, or to 
segregate a part of the capital and 
so remove that capital, temporarily at 
least, from the possibility of dividend 
payments. 

These three purposes, it will be 
noted, have only one thing in com- 
mon; they all affect the stated 
amount of the surplus for, were the 
entries not made, surplus would be 
increased, or overstated, accordingly. 
Surplus is but the excess value of 
the assets after liabilities and the 
capital stock have been accounted 
for. If an asset has been over- 
valued, or a debt has not been in- 
cluded, or some unforeseen expense 
has not been provided for, surplus 
has been overstated. Reserves there- 
fore may be said to be not deductions 
but corrections. of surplus. 


Liability Reserves 

The reserve whose purpose is to 
disclose a liability is most easily 
understood and its treatment in ana- 
lysis most simple.. The most common 
reserve of this class is the Reserve 
for Taxes. Obviously it designates a 
liability which the analyst will at 
once recognize as both current and 
preferred. The only question that 
may arise is as to its accuracy since 
though good intent may be, unques- 
tioned, it may be impossible to, deter- 
mine its amount by accurate calcula- 
tion. Its similarity to an accrued 
liability is evident and its designation 
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as a reserve instead of an accrual 
may be merely the result of account- 
ing convention. 


Segregations of Capital 


Certain Reserves merely call at- 
tention to, or anticipate a raid on, the 
Surplus and prevent the Surplus im- 
pounded, by means.of a Reserve, 

«from being paid out in dividends. 
The Reserves which fall into this 
dass are of many..different: pur- 
poses. They may be said to divide 
Surplus into “free surplus” and “im- 
pounded surplus,” and to indicate, 
sometimes but vaguely, why Surplus 
is impounded. 

The Reserve for Contingencies is 
of this class. The analyst can ap- 
praise the significance of the re- 
serve only if he knows the signifi- 
cance of’ the~ contingency ~ itself. 
Sometimes the contingency is merely 
a figment ; sometimes it is real. On 
the one extreme it is to be treated 
as a part of the capital, on the other 
as an actual liability. The analyst 
must know why the amount has been 
removed from, or was not per- 
mitted to enter-into, the Srrplus. 
There may be pending litigation, 
some contingent liability may 
threaten to become real, heavier 
taxes may be in the offing, or the 
reserve may be merely a door behind 
which a part of the surplus is hidden 
in the hope stockholders will not 
know it is there, and so will not 
press for dividend payments from it. 
Only if the analyst is thoroughly 
conversant with the motive in setting 
up the Reserve, can he measure its 

threat. He may not safely ignore it 

. unless its amount is inconsequential. 
It may prove to be actually a liabil- 
ity or it may be a part of the con- 
cern’s capital. 


HE RESERVE for Fire Insur- 

ance is patently a capital reserve. 
If the business has a loss by fire, the 
reserve avails nothing. Protection 
against fire loss is not to be had by 
a.mere bookkeeping entry. Such a 
reserve, unless it be offset by an 
actual fund or is in addition to 
actual fire insurance, merely calls the 
analyst’s attention to the fact there 
IS no protection against the fire 
hazard and requires him to judge 
whether the risk is so scattered and 
the financial position so strong that 
any probable fire loss would not 
adversely affect the credit position. 








The Reserve for Insurance may, in 


fact, reveal a threat to the concern’s 


net working capital. 

In the Reserve for Inventory, the 
analyst has his choice as to classi- 
fication. Wherever this reserve is 
encountered it is the customary 
practice to have it reflect the effect 
of the increase in the price level 
upon the inventory, or to anticipate 
a drop in the pfice level. In other 
words, as inventory values rise, the 
reserve is increased and as the values 
fall, the losses absorb the reserve. 

If the analyst treats it as a valua- 
tion reserve, he is accomplishing 
much the same purpose as is accom- 
plished by the last in-first out 
method of inventory valuation. 
Treated as a valuation reserve it 
tends to maintain*the inventory at a 
fixed value as does the “lifo” method, 
but it also~has the added: value-.to 
the analyst of disclosing the approxi- 
mate present market value of the in- 
ventory which the “‘lifo” method 
does not do. 

Reserves such as Reserve for 
Working Capital, Reserve for Ex- 
pansion,:Reserve for Improvements 
and Betterments and Reserve for 
Protection of Cumulative Dividends 
are plainly but a part of the con- 
cern’s capital. They do serve, how- 
ever, to call attention to the need for 
which the capital is appropriated. 


CAREFUL consideration of the 
reserves by the analyst in a 
given case may or may not be of 
importance. Usually they are given 
but scant attention. They are not 
factual but result either from ac- 
counting convention or personal 
judgment. It must be remembered 
they provide the management almost 
equal opportunity to reveal or to 
conceal. Instances of the interven- 
tion by the S.E.C. to compel cor- 
porations subject to its authority 
to change depreciation policies or 
statements are too numerous to cite. 
The Bureau of Internal Revenue 
exercises some control over reserves 
as they may affect taxes. But aside 
from the control exercised by these 
government bodies the management 
of a business, whether it be a sole 
proprietor, the partners of a partner- 
ship or the board of directors of a 
corporation, has full authority and 
responsibility for all reserves. Such 
reserves as Contingency Reserves 
and Reserves for Inventory De- 
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valuation customarily receive the 
formal approval .of the board of 
directors. 

' The purpose of the liability re- 
serve is to disclose a liability and 
so to avoid overstating profit and 
net worth. It has no relationship 
to any particular asset unless it be in 
the nature of its demand on cash. 


Valuation Reserves 


Capital, Reserves likewise present 
no demand upon any asset unless 
perchance a reserve such as the 
Contingency Reserve or the Fire In- 
surance Reserve is suddenly con- 
verted into a liability or valuation 
reserve. But there is a class of re- 
serves called valuation reserves, 
which cannot be disassociated from 
the certain assets whose stated value 
they modify. This class of reserves 
is readily identified by the Reserve 
for Bad Debts and the Reserve for 
Depreciation. Its purpose is to 
modify or correct the stated value 
of an asset. The customary treat- 
ment by the analyst is to deduct the 
reserve from the asset to which it 
applies. Thus a balance sheet may 
show Receivables of $100,000 less 
Reserve for Bad Debts of $1,000. 
The result is an attempt to correct 
an overstatement of the value of 
the receivables. 

The reserve for bad debts and the 
reserve for depreciation are both 
classified as valuation reserves, and, 
while they may have the same pur- 
pose, they do not have the same 
effect as we shall see. The reserve 
for depreciation would seem to have 
the same pvtrpose as the reserve for 
bad debts but its effect needs further 
examining. Its-purpose seems simple, 
so simple it is diverting. It appears 
merely to show the deteriorating 
values of machinery, for example, 
at various intervals on its journey 
to the junk pile. 


AT these deteriorating values 
are or how they should be 
determined is a subject of con- 
troversy among actountafits, among 
economists and between accountants 
and economists. While there are 
numerous methods of determining 
depreciation, all include in their 
calculation original cost, expected 
life, and residual or junk value. 
The three most common methods 
of determining depreciation are 
known as “straight line,” “constant 
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percentage,” and “varying percent- 
age” methods. Under the “straight 
line’ method, the asset loses its 
value at a constant rate during its 
lifetime. Thus, if its expected life 
is ten years its value lessens by ten 
per cent of its original cost each 
year. 

The “constant percentage” method 
differs from the “straight line” 
method in that the percentage is ap- 
plied annually not to original cost 
but to residual value. Thus, if the 
percentage rate is 10 per cent, at the 
end of the first year the residual 
value is 90 per cent, and the depre- 
ciation the second year is 9 per cent 
of the original cost (10 per cent of 
90 per cent). The third year’s de- 
preciation is 10 per cent of residual 
value or 8.1 per cent of original cost 
and so on. Obviously the percentage 
rate must be fixed high enough so 
that at the end of the assets’ useful 
life, no more than its residual or 
junk value will remain. The “vary- 
ing percentage” may be explained 
merely by saying it applies a vary- 
ing, usually decreasing, percentage 
to a constant base. 

Both the “constant percentage” 
and “varying percentage” may adopt 
the theory that actual depreciation 
is greater when the asset is new, or 
these methods may reflect an attempt 
to level annual cost on the asset by 
lowering the depreciation as repair 
costs increase. While logical rea- 
sons are found to support the “‘con- 
stant percentage” and the “varying 
percentage” methods of depreciation 
in business concerns, the straight line 
method is the far more commonly 
used. The analyst should familiarize 
himself with the depreciation rates 
customarily applied to the various 
assets in his industry and he should 
be critical if there is any wide devia- 
tion from them. | 

Whatever method is used to deter- 
mine the amount of depreciation the 
purpose seems to be merely to dis- 
close the residual value of the asset. 
The reserve for depreciation relates 
to the monetary value but not neces- 
sarily to the functional value of the 
asset. There may be no change in 
its functional value until, like the 
deacon’s one hoss shay, it goes to 
pieces all at once and nothing first 
just as bubbles do when they burst. 


a. effect of this accounting proc- 
ess which may be entirely over- 
looked, should be examined. Invested 
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capital should earn some return 
for its owner. It should be at least 
keep itself intact. Thus, to do so, 
machinery, if it has a useful life 
of only ten years and no junk value, 
must earn during its life its full 
value. 

The reserve for depreciation shows 
its declining monetary value but 
does not so clearly show what be- 
comes of the earnings or profit that 
must offset the wear or wastage of 
the asset value. That profit, like all 
profit from operations in business, 
eventually becomes cash. So, as the 
machinery wears out, cash would in- 
crease were it allowed to do so. The 
effect upon a business may be shown 
by the following illustration. Let us 
assume a balance sheet on January 1, 
1948, shows: 


Current Assets 
Fixed Assets 


Current Liabilities 
Capital Stock 


and its operating statement for that 
year reports: 


$400,000 
400,000 
0 


The balance sheet of December 31, 
1948, would show: 


Current Assets $110,000 
Fixed Assets $100,000 
Less Depreciation.... 10,000 90,000 


$200,000 


Current Liabilities 
Capital Stock 


Thus, it is apparent that there is 
quietly taking place, through earn- 
ings allocated to replace depreciated 
asset value, a shifting of fixed capital 
into working capital. This works 
to the advantage of the business, 
with reservations, for it permits a 
considerable expansion of working 
capital. Thus, a business with an 
investment of $100,000 in machinery 
and a gross working capital of $100,- 
000, and wishing to maintain a 2 to 1 
current ratio, because of this shift 


might show a current position of 
Assets $120,000 and Liabilities of 
$60,000. Each succeeding year cur- 
rent assets could increase $20,000 
and current liabilities $10,000. This 
growth is possible because for each 
dollar put into the current assets by 
the business one dollar of credit js 
made available under a current ratio 
of 2 to 1. Assuming that no profits, 
other than the so-called profit re. 
sulting from depreciation, are re. 
tained in the business the balance 
sheet at the end of ten years would 
present the following: 


Current Assets 

Fixed Assets 

Less Reserve for 
Depreciation 


$150,000 
150,000 


$300,000 


Current Liabilities 
Capital Stock 


At the end of ten years it would 
have some old machinery which 
must be replaced and current assets 
of $300,000 and current liabilities of 
$150,000. This growth of working 
capital, valuable as it may be and 
desirable as it may seem, may be 
fraught with danger. Now comes the 
necessity of replacing the fixed cap- 
ital and the concern may not be in 
a position suddenly to shift working 
capital back to fixed capital. This 
may be all the more embarrassing in 
these times of high prices. Not only 
may the management find that the 
earnings kept to replace the asset 
when it is worn out are now firmly 
tied up and cannot be made readily 
available, but not enough of the 
earnings of the business have been 
retained for this purpose. 


OOD financial management 
would seem to indicate that 
increased costs of replacement when 
foreseen should not be ignored. 
Action should be taken. Business 
management is free to act if it wishes 
to do so. It has full power to retain 
a larger share of its earnings and to 
earmark the sum so retained as a re- 
serve for depreciation. And, too, the 
credit analyst may be fully justified 
in being critical if this is not done. 
But management may be deterred 
from following its own best judgment 
by the reasoning of some accountants 


(Continued on Page 28) 
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Some hints on achieving 


EFFECTIVE MANAGEMENT 


by ALBERT A. BESTE 
Controller, Koenig Coal & Supply Company, Detroit 


subject perhaps it would be 

best if I were to break it up 
into two general divisions for the 
sake of brevity. First of all, there is 
the human element to be considered 
and, secondly, there’s the material 
or impersonal side of efficient credit 
management. Let us consider them 
in that order, but before going into 
the first phase, the human element, 
we perhaps ought to break it down 
further into two subdivisions, the 
first, concerning ourselves specifi- 
cally as individuals, and the second, 
concerning those people with whom 
we come in contact every day, that 
is, those under our supervision and 
those on our executive level. 

Getting into the first half’ of the 
human element, ourselves, let us ask 
afew questions to see how. we meas- 
ure up to certain standards that 
ought to be expected of us: 

1. Do we give a good example to 
those who work with us, or 
under our supervision, by al- 
ways being on time, by prac- 
ticing tidiness and good house- 
keeping within our own indi- 
vidual offices and on our desks? 

2. Is our daily work organized 
and are we controlling our jobs 
rather than permitting our jobs 
to “drive” us? 

3. Do we keep ourselves mentally 
alert by reading trade and tech- 


B istic this is such a broad 


nical magazines and belonging 
to business and professional 
organizations? 


. Have we learned to delegate 


our duties? An executive has 
been defined as someone who 
never does anything he can get 
someone else to do. While at 
first examination this definition 
may sound like that of someone 
who is lazy, actually it is not. 
An executive is one who wants 
to get more things done than 
he can do by himself and he 
knows that he must delegate 
responsibility and learn to have 
others work for him if he wants 
to go as far as he can go. 


. Are we alert to the opportunity 


of advancement to the next job 
ahead? Have we been progres- 
sive enough to teach someone 
how our job is done so that 
when opportunity arrives we 
may not be stuck with 2 jobs 
instead of one, or worse yet, 
stuck on our present job? This 
is a common failing of many 
credit managers who are always 
too busy with daily problems to 
train someone to do their work, 
so that when opportunity 
knocks they are found wanting. 


. Do we have neo-phobia? If 


you don’t know what neo- 
phobia is, we can define it from 
the book recently published by 
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McGraw-Hill called “Effective 
Personality Building.” “Neo- 
phobia means fear of the new. 
It is an expression of old age. 
It is inadaptability to change. 
People have it who do not want 
to be disturbed, who want old 
systems to continue, who enjoy 
their ruts. People who are 
alive, whose minds are vital, 
who have vision, imagination, 
are free of such silly fears. 
They welcome criticism and 
suggestions. They go out of 
their way to get new ideas, new 
gadgets, and new ways of doing 
things. They face the future 
expectantly and are eager to 
welcome changes for the 
better.” 


. Are we alert to the possibilities 


for good public relations as far 
as our Own company and our 
own office is concerned. Do we 
suggest to management oppor- 
tunities for bringing our com- 
pany, our office, our services 
to the attention of the public in 
such manner that it can only be 
construed as good public rela- 
tions? 


. Are we sales-minded? Do we 


know the principles of good 
salesmanship so that we can sell 
ourselves, our office to manage- 
ment and to those upon whom 
we must rely for favorable deci- 
sions? Salesmanship should 
not be confined to a Sales De- 
partment alone. It is a requisite 
for any successful individual. 


. Are we acquainted with the 


problems of our own particular 
industry in addition to the 
problems in our own specific 
jobs? 

Do we know the general out- 
look for business of our own 
company and of our own par- 
ticular industry? What new 
developments are being readied 
for introduction to the public, 
etc.? 


. Are we so “bogged down” 


with our business duties that 
we have no time to devote to 
social and civic obligations 
which are necessary to round 
out our own careers? How 
many of us belong to Rotary, 
Lions or Optimist Clubs and 
if we do belong, do we take 
the time to work at it by work- 
ing on Committees? It is sur- 
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prising how much relaxation 
one can get and how many 
worthwhile ideas can be ob- 
tained through such outside 
activity. 


E eouldsgo on asking questions 

like these indefinitely, but per- 

haps we ought to delve a little deeper 

into our own psychological makeup. 

How many of us are properly con- 

ditioned mentally and psychologically 

for the problems which confront us 
day after day? 

I am going to ask you a question 
which is important to the perform- 
ance of any effectiye task. Do vou 
know how to relax on your job? 
The answer to this question is an 
important one. A saying which I ran 
across long ago and which I have 
tried to make a part of my own 
daily work goes something like this: 
“The more difficult a task is, the 
more relaxation is required.”’ 

Are you tense, nervous, temper- 
mental, worried, when you are en- 
gaged in handling a difficult assign- 
ment? About a year ago, I read a 
book which preached a philosophy 
of living which it termed, “personal 
isolationism.” It called upon the 
reader to insulate his mind against 
the terrific barrage of propaganda 
which daily assails us from all sides, 
through the radio, through news- 
papers, through political speeches, 
and even through conversations with 
our own friends. The author sought 
to get the reader to adopt a de- 
tached attitude toward things, to use 
his own intelligence in analyzing 
matters, and not be influenced by the 
mob psychosis which grips people, 
especially during these days of na- 
tional and international strife. 


LONG ‘these same lines, I recall 

Dr. Norman Vincent Peale’s 
book, “Guide to Confident Living,” 
in which he states that “Nervous- 
ness is derived from the thoughts 
we think. Learn to think orderly, 
controlled, disciplined thoughts and 
you will not be tense or agitated. 
Adopt a detached attitude toward 
irritating things. Lift your mind 
above confusion.” 

And Robert Louis Stevenson once 
said, and I cannot quote exactly, 
“Quiet minds go on through storm 
and strife, through trial and tribu- 
lation, like the ticking of a clock 
in a thunderstorm.” Can’t you al- 
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most visualize that clock standing on 
the stairway in an old homestead 
with a storm raging outside and, 
between the claps of thunder when 
the silence is intensified, you can 
hear that old clock ticking on, en- 
tirely unperturbed by the battle of 
the elements outside? 

And in Dale Carnegie’s latest 
book, “How to Stop Worrying and 
Start Living,” he talks about that 
eminent English physician, Sir 
William Osler, telling a group of 
Yale students that to be successful 
one must live in “day-tight” com- 
partments. Just as a ship can be 
shut off*into water-tight compart- 
ments, he argued, sd we should shut 
the iron doors on yesterday and on 
the unborn tomorrows. He said that 
the load of tomorrow added to that 
of yesterday carried today makes 
even the strongest falter. The only 
possible way you can prepare for the 
future is to concentrate with all your 
intelligence, all your enthusiasm, on 
doing today’s work superbly today. 

Perhaps it would be well if we, as 
managers, tried to adopt a philoso- 
phy of everyday living which would 
help us to remain calm, unperturbed 
and confident when we come to grips 
with the daily problems of credit 
management. 


ET us concentrate now on the 
second subdivision of the human 
element of effective management, 
that of working with others. Man- 
agement today is faced with a grave 
problem, the third of three great 
problems that it has faced since the 
turn of the century. 

During the first period, from 1900 
to about 1920, management con- 
cerned itself with the problem of 
production and that period saw the 
birth of the assembly line and the 
extensive development of production 
machinery. When high production 
was attained, this era was followed 
naturally by that of 1920 to 1930 
when management concentrated its 
efforts on selling. But since 1930, I 
need not tell you that management’s 
great problem has become human 
relations, handling peopje.. This is 
the phase that occupies manage- 
ment’s attention today. The late 
Albert J. Browning, Purchasing 
Agent of the Ford Motor Company, 
once remarked “If an executive does 
not spend at least 50% of his time 
on personnel matters, he isn’t an 


executive, or if he is, he may not be 
for long. What is an executive 
except an expert in human rela. 
tions?” None of us will deny this 
statement. 


Management 


Somewhere, I recall reading that 
there are three types of leaders, the 
autocratic, the democratic and the 
laissez-faire. I know we need not 
spend any time talking about the 
autocratic or the laissez-faire types, 
because all of us know that neither 
of these two types is effective in 
getting people to work together. It 
is the team spirit inspired by the 
democratic leader that is needed to- 
day and I recall a formula explained 
by a speaker whom I heard some 
years ago talking on human be- 
havior. I would like to pass it on 
to you because it is an excellent 
one. 

Actually, it is a play on the word, 
“management.” Spell out the word 
M-A-N-A-G-E-M-E-N-T. Now 
strike out the first two letters, M-A, 
leaving N-A-G. Then take out the 
E, leave the M-E-N, and finally 
take out the T. What do you have 
left? You now have two separate 
words, “NAG MEN.” To “NAG 
MEN” is the theory of. .the .auto- 
cratic leader. The way to get things 
done, according to his philosophy, 
is to keep after MEN, to NAG them 
into doing the things they should do 
of their own volition. This was the 
theory of management in the past 
and even today some unenlightened 
companies still believe in this theory 
of “nagging” to get work done. 


Team 
But let’s get back to the letters we 


took out. We had four of them, 
M-A-E-T. Let’s reverse the order 
in which they appear and what do 
we have now? We have the word, 
“T-E-A-M.” Leave out “NAG 
MEN” and you then have a 
“TEAM”. 

I know that all of us will agree 
that this is the way to get things 
done. Teamwork. accomplishes 
wonders. It is the theory of the 
democratic leader and credit man- 
ager. He shares responsibility with 
his group by having the group solve 
the problems arising out of the work 
situation. Better control of the 
situation is accomplished as it is 
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much easier to direct a team than 
it is to handle each player indi- 
vidually. It is through teamwork 
that self-confidence, ability and co- 
operation can best be developed by 
the effective credit manager. 


ET us take the word, “T E A M,” 
apart and see if we can’t use it to 
help us understand some of the 
qualifications desired in an effective 
manager. 

Let’s take the T first and let it 
stand for “Training,” 
through education or experience. 
Let the E stand for “Example,”. the 
kind of example desired of any man- 
ager for those working under his 
supervision. 

Now the A can stand for a number 
of qualifications, all of which are 
equally essential. It can stand for 
“Ability,” for “Aptitude,” and also 
for “Attitude.” And who will deny 
that attitude is extremely important 
in working with others. 

I would like to turn for a moment 
to the subject of attitude, not too 
much as it concerns ourselves, but 
attitude on the part of employees 
during these hectic times. The right 
attitude is one of the most essential 
characteristics of an employee. We 
know that those workers who have 
come into the office and into the-fac- 
tory since World War II have a 
far different attitude than those of 
years past. 

I am reminded of a story told by 
one of our Detroit members who had 
a girl apply to him for a job. He 
had no opening at the time and he 
explained to her that he had no need 
for her services because his work 
load was well distributed and that 
each of his present staff had just 
about enough work to take care of 
his time. She was quite persistent, 
however, and to overcome his argu- 
ment that there was not enough 
work to go around, she replied, “Oh, 
that is alright! I would do so little 
work that it wouldn’t even be no- 
ticed.” 

That story may sound like a fabri- 
cation, but actually it is typical of the 
attitude of many of our office workers 
today. In fact, Fortune Magazine 
condueted a poll not too long ago 
and they asked this oné question of 
a cross-section of people in various 
age and occupation groups, “If you 
work harder on your job than others 
around you, do you think it will pay 
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off in promotion or advancement?” 
It is interesting and perhaps de- 
plorable to learn that just 33.3% or 
one-third of grade school students 
‘answered “yes, they thought work- 
ing harder would pay off.” Imagine, 
just one-third! What a field there is 
here for our Education Committees. 

Of the college students, 63.3% 
responded in the affirmative, reflect- 
ing the fact that additional education 
had been helpful in instilling the 
right attitude in them. 

But when union and non-union 
factory’ clerical: workers were asked 
this question, only 47%, of less than 
half, seplied that they felt working 
harder would pay off in advance- 
ment or promotion. And of this 
group, less than-.one-third of the 
union workers responded in the 
affirmative, which isn’t too difficult 
to understand when we consider the 
attitude of modern unionism. 

This indifferent attitude of work- 
ers is a very serious thing and im- 
poses a tremendous challenge upon 
management and upon ourselves as 
office managers. Management must 
somehow learn how to re-educate its 
workers to the age-old maxim that 
hard work pays off and that our 
private enterprise system is still the 
best system in the world. This is a 
challenge that perhaps can be partly 
met through education and fair- 
ness on the part of management. 


E have perhaps taken too much 

time to discuss attitude, so let 
us go back to the last letter in the 
word TEAM. The letter M can be 
used to express the material or im- 
personal side of efficient credit man- 
agement. It can stand for the meth- 
ods—procedures, systems, equip- 
ment, furniture, light, heat, ventila- 
tion, noise abatement, filing equip- 
ment, storage facilities, record pro- 
téction, efficient layout, job évalua- 
tion, standards setting, work simpli- 
fication and everything else that can 
be used to help efficient people do an 
efficient job. We can be experts in 
human relations, we can have an 
efficient office staif, but that part of 


the office represented by the M: in 


TEAM is definitely essential for con- 
tented, productive, efficient office 
workers. However, we cannot ex- 
pect to do anything but just mention 
these individual items, for hours can 
be spent discussing just one single 
phase such as work simplification. 
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Reports can also be included 
among the material things and I 
would like to emphasize the neces- 
sity and desirability of placing office 
work on a schedule, for setting a 
goal is essential for results. Every 
team must have a goal and every 
office has certain duties which must 
be performed regularly, weekly, 
monthly, or quarterly. It is essen- 
tial to efficiency to check the reg- 
ular and prompt performance of 
these various duties. 


IEWING our objective as orig- 

inally stated, “How to Be an 
Effective Credit Manager,” let us 
resolve now to condition our minds 
for the problems that confront us 
everyday. Let us resolve to be 
democratic, to instill that coopera- 
tive spirit within our office organiza- 
tion wiiich will give us a_ real 
TEAM. 

There can be a greater thrill in 
running an office efficiently as in 
cultivating a garden or making a 
hole-in-one on the golf course. We 
can be as proud of creating a well- 
coordinated, efficient office adminis- 
tration machine as in raising a per- 
fect’ flower or bowling a 300-score. 
When we approach our work with 
this attitude and with this spirit, we 
shall then become truly effective 
credit managers and we shall find 
pleasure and relaxation in our jobs. 
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Here are eleven 


Yard-Sticks 


~ For Credit Managers 


by H. E. BUTCHER 


General Credit Manager, Cities Service Oil Company, Chicago, Illinois 


know whether or not he is 

doing a good job of adminis- 
trating his credits and collections, 
when compared with others. Every 
credit executive wants to measure 
the results obtained by each of the 
credit managers reporting to him. 
However, we use different yard- 
sticks and nomenclature to measure 
the results, and unless we use the 
same yard-stick and the same nomen- 
clature, it is difficult to make com- 
parisons. Even then, yard-sticks 
commonly used by credit men con- 
tain a certain amount of elasticity, 
as well as the data to which the yard- 
sticks are applied, so that results 
are difficult to compare. 

The yard-sticks commonly used 
are as follows: 

I Percentage delinquent; 
II Number of days outstand- 
ing ; 
III Collections in percent of 
amount outstanding ; 
IV Losses. 

Each of the above is misleading 
if the type of sales and the credit 
terms are different. Further, there 
are so many ways of calculating 
losses that if the same method is not 
used for comparison, then the com- 
parisons are misleading. 


F isos credit manager wants to 


OME additional yard-sticks that 
should be considered are as fol- 
lows: 
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V_ Percentage of credit 
sales to gross sales; 

VI Percentage uncollected ; 

VII Percentage realization ; 
Percentage of current 
quota collected ; 

IX Expense per dollar of 
credit business ; 

X Number of delinquent 
accounts per 1000 cur- 
rent accounts ; 

XI Number of new applica- 
tions for credit re- 
ceived and % rejected. 

Due to the various conditions in- 
volved it is advisable to consider a 
part, or all of the various yard- 
sticks in measuring the results ob- 
tained. Let us consider each of these 
yard-sticks separately and deter- 
mine their good points, as well as 
their fallacies. 


I—Percent Delinquent 


The percentage of accounts re- 
ceivable outstanding that is delin- 
quent may vary up and down with 
the number of days in the month, the 
intensity of sales campaigns, and 
seasonal influences. Percent De- 
linquent is a good yard-stick if the 
conditions are the same. The Percent 
Delinquent may go down without 
any actual decrease in the amount 
delinquent, due to the increase in 
current accounts, or credit sales. The 
Percent Delinquent might increase 
even when the amount delinquent 


decreases, due to a lower volume of 
credit sales and to increased dis- 
counting of current bills. 


1i—Number of Days Outstanding 


The number of days outstanding 
is calculated by dividing the amount 
outstanding by the credit sales for 
the month and multiplying by the 
number of days in the accounting pe- 
riod. Usually February has 28 days, 
but if your business is conducted 
on a fiscal month, say from the 25th 
of January to the 25th of February, 
February will have 31 days and 
March will have 28 days from the 
25th of February to the 25th of 
March. This would be misleading 
if one concern were on a fiscal 
month basis and were making com- 
parison with another concern on a 
calendar month basis. 

The number of days outstanding 
also varies considerably, depend- 
ing upon the terms of the sale. Con- 
cerns selling on weekly terms should, 
theoretically, never have more than 
seven days business outstanding, and 
a concern selling on 30-day terms 
should never have more than 30 days 
outstanding. A _ business selling 
on the 10th prox. terms will have 
a larger number of days outstanding 
than one selling on 1% 10-day terms. 
In any comparison, the number of 
days outstanding is increased by 
the amount delinquent. 

A business selling on 1% 10-day 
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terms may have wide fluctuations in 
the number of days outstanding de- 
pending on whether or not the sales 
are evenly distributed throughout 


the month, or concentrated in the. 


first part, or the last part of the 
month. 

Even the formula given above 
might be challenged when applied to 
any month if one were to deter- 
mine the number of days outstand- 
ing from each individual sale, but 
such a method is impractical in actual 
usage. 


\1I—Collection in Percent of the 
Amount Outstanding 


This is the method generally used 
in calculating collection percentages, 
and is obtained by dividing collec- 
tions by the aniount outstanding at 
the first of the month. For depart- 
ment stores this figure is usually 
very low. For concerns selling on 
1% 10 days the percentage should 
be high, and other concerns selling 
on a mixture of 1% 10 days, 15 
days net, up to 10th prox. will have 
a medium average percent of out- 
standing collected. 


|V—Losses 


Credit Managers who think in 
terms of sales, believe that any men- 
tion of losses is wrong—that it is the 
negative approach. However, losses 
eventually affect expenses and be- 
come a part of the costs of admin- 
istering credits and collections. 

Credit losses may be calculated by 
many formulae, summarized as fol- 
lows: 

1. Charge-offs in percent of 
annual credit sales; 

2. Charge-offs in percent of 
annual gross sales; 

3. Net charge-offs in percent of 
annual credit sales; 

4. Net charge-offs in percent of 
annual gross sales; 

5. Losses by years; 

6. Moving Average Method. 


HE first four methods of calcu- 

lating losses may be further 
varied if the companies’ respective 
policies call for separating their 
losses by years. Current year’s 
losses may be very low because of 
alow amount of current sales having 
been determined uncollectible, but 
older year’s losses will increase as 
accounts sold in prior years are 


>" uncollectible and are charged 
off, 


Our Apologies! 
to Roy E. Roddy, Armour & Co., Philadelphia, for omitting 


to mention him as the author of the fine article on CHAR- 
ACTER in the March issue of CREDIT and FINANCIAL 


MANAGEMENT. 


Losses also depend on the policy 
of the company as to how soon ac- 
counts must be written off. Some 
use a definite time schedule depend- 
ing on the age of the account. Some 
accounts are known to be uncollecti- 
ble within 30 days after the sale is 
made, yet the policy of that com- 
pany may be not to charge any ac- 
count off for a year. On the other 
hand, accounts may be delinquent 
as much as a year and still be known 
to be collectible and Management is 
unwilling to charge off. Losses cal- 
culated for the same group of ac- 
counts using each of the methods 
will produce wide variations. 


HICH method is best? In 

Method 5 the minimum loss 
is based on accounts actually 
charged off. The maximum loss is 
based on the assumption that all 
accounts five months and over and 
still in accounts receivable and in 
process of collection, plus those 
charged off, will be a total loss. The 
probable loss is the credit man’s 
estimate of the loss on accounts in 
process of collection plus those al- 
ready charged off. As collections 
proceed and additional accounts are 
determined uncollectible and charged 
off, the minimum, probable and 
maximum amounts and percentage 
finally become the same. 

While losses here are based on 
accounts five months and over, any 
company may apply the method to 
their aging policy, such as 90 days 
and older, or 60 days and older. 
There will be a little more variation 
in the results obtained when using 
60 or 90 days than for 4 or 5 
months, but the end result will be the 
same. 

The losses for 1943 for successive 
years in schedule below show collec- 
tion and charge-off procedure: 


Dec. Dec. Dec. Dec. Dec. 
"43°44 °45 °46 °47 


Minimum .03 .04 .06 .05 .05 
Probable .09 .07 .06 .05 .05 
Maximum .92 .10 .06 .05 .05 
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le Moving Average Method 
(No. 6) gives full credit in the 
current year for recoveries made 
ffom losses incurred in prior years, 
and does not depend on whether or 
not accounts are charged off, but 
only upon their age. In this method 
an account is considered a loss 
when it reaches the age of five 
months and over. A collection from 
accounts 5 months old and over 
(and from accounts charged off) 
is considered a recovery. Therefore, 
losses are based on the increase or 
decrease in accounts over the age 
of five months. 

The monthly figures show con- 
siderable variation, but when aver- 
aged for twelve months a smooth 
curve is obtained. This method also 
has the advantage that losses are 
automatically given credit for col- 
lections made from accounts five 
months and over including bad debt 
collections no matter how long previ- 
ously the account was created or 
charged off. Current operations 
thus gets credit for the continued 
bad debt collection effort. 

The mechanics of calculating a 
moving average loss is not difficult. 
Two sheets of 16 column paper are 
sufficient for three years. 


V—Percent of Credit Sales to 
Gross Sales 


The percent of credit sales to 
gross sales should be given careful 
consideration, as the percentage will 
vary with the area and type of goods 
sold. A low percent of credit to 
gross may be achieved by a credit 
man being unwilling to take mar- 
ginal risks. A high percent of credit 
to gross may mean a willingness 
on the part of the credit man to be 
sales-minded, or too loose in grant- 
ing credit. A high percent of credit 
to gross sales should mean a careful 
selection of good credit accounts. 
Whether or not a credit man is will- 
ing to take on marginal risks de- 
pends very much on the cooperation 
he receives from his salesmen who 
normally contact the accounts. 
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Therefore, the percent of credit 
sales to gross sales should be care- 
fully evaluated to avoid arriving at 
erroneous conclusions. Economic 


Ten Years—1928-1937 


Percent of 
Credit Sales 
Reaching Age of 


Ten Years—1937-1946 


Percent Lost Percent of Percent Lost 
of Amounts Credit Sales of Amounts 
Reaching Age of Reaching Age of Reaching Age of 


No. Days 
Delinquent 


os . . 25.0 4.1 16.0 9 
conditions may dictate a policy of 10.06 97 6.5 215 


4. 
6. 
0. 


selling for cash, thus losing mar- 6.05 16.7 


4 
ginal credit business that might - 24.4 1 


150 5 1 


otherwise be secured. Marginal ac- , — 
counts may be handled satisfactorily 
within reasonable limits. 

The accounting policy of a com- 
pany may be such that all cash sales 
are handled in the same way as 
credit sales. Where this is the policy, 
the ratio of credit to gross is 
100%, and any comparisons with 
others not on ‘same basis are diffi- 
cult to make. 


Vi—Percents Uncollected 


Much can be said for percents un- 
collected, for the credit man has 
immediately available current trends 
by months in his collection. results. 
This method is only possible’ where 
accounts are aged, and our experi- 
ence is based on aging accounts from 
current to five months and over 
delinquent. All percentages are 
based on the corresponding month’s 
credit sales and may actually be 
used to forecast losses. 

Average percents uncollected for 
the years 1936 to 1947 show very 
clearly the improvement during the 
inflationary war years, that the 
greatest improvement in collections 
was reached in 1945 and there has 
been an increasing slowness in col- 
lections since 1945. 

We all know that the collectibility 
of an account decreases with its age, 
and that the desire to. pay on the 
part of the debtor (and perhaps his 
ability to pay) decreases with the 
age of the account. Prior to World 
War II it was possible to forecast 
the probable loss from the accounts 
reaching the age of 60 days delin- 
quent with considerable accuracy, 
simply by taking 10% of that amount 
or percent. Since 1941, with greater 
business activity and more money 
in circulation, collections have im- 
proved and old accounts long con- 
sidered uncollectible have been paid, 
renewing our faith in the honesty of 
the American people—that they will 
pay if they can. 

The writer has made several 


A study of these percentages 
would surely recommend an early 
aggressive collection policy and 
short credit terms. It is reasonable 
to assume that our collection experi- 
ence in the years ahead will gradu- 
ally grow worse and approach 1928- 
37 experience when 10 cents out of 
every dollar sixty. days delinquent 
was forever lost. 

Similar figures prepared and pub- 
lished by others, and without any 
collaboration, compare very closely 
with the writer’s figures. 


Vil—Percent Realization 


One of the best methods of test- 
ing collection results is the percent 
of realization obtained by dividing 
total collections by total possible 
collections. If collections and sales 
are fairly uniform, the monthly per- 
centage thus obtained should average 
about 50%, but with some types of 
accounts where the number of days 
outstanding exceeds thirty days, it 
is difficult to reach 50%, while with 
other types of accounts with short 
credit terms and the number of days 
outstanding less than thirty days, the 
percent realization will exceed 50%. 

If delinquent accounts are allowed 
to accumulate on the books, the per- 
cent of realization will go down; on 
the other hand, if progress. is made 
in reducing delinquent accounts, the 
percent realization will rise above 
50%. 

The annual percent of realization 
gives an excellent annual picture of 
results obtained. Some comparisons 
are shown below. 


Vill—Percent of Current 
Quota Collected 


By experimentation the writer has 
developed a collection yard-stick 


based on current accounts and, over 
a long period of time, it has proven 
to be one of our best yard-sticks, 
This method should meet the most 
exacting requirements of credit exec- 
utives who favor the positive ap- 
proach (collections) rather than the 
negative approach based on losses. If 
collections exceed current accounts, 
the percentage is over 100%. and 
delinquent accounts will reduce. If 
collections are less than current ac- 
counts, the result is less than 100% 
and immediately you know that de- 
linquent accounts increased. 

The percent of Current Quota 
Method is particularly valuable for 
credit executives in determining 
monthly the.results obtained by his 
various collection divisions or de- 
partments, and is even more valu- 
able than the collection quotas, col- 
lections and percentages are calcu- 
lated for 12 months ending each 
month, by using the moving average 
principle. 

Collections may be off for one 
month and good the following month, 
reflecting sometimes seasonal condi- 
tions, but for the year will average 
out very well. If, for a 12 month pe- 
riod the collection percentage is over 
100%, one immediately knows that 
delinquent accounts: have reduced 
for the year. On the contrary, if the 
collection percentage is under 100% 
one immediately knows that delin- 
quent accounts for the year have in- 
creased, and that whether or not 
accounts are charged off, a poten- 
tial loss exists until the trend is 
reversed. 

A gradual decline in the 12 months 
ending percentages below 100% indi- 
cates a trend for poorer collections, 
and a rise in the 12 months ending 


(Continued on Page 36) 


Annual Percent of Realization 


Month of December 


Year Ending December 





studies of losses and recoveries and 
a comparison of data above illus- 
trates the improvement in collections 
and potential losses. 


Total 


58.61 
56.15 
59.61 
59.92 


Wholesale 


70.47 
65.19 
73.39 
71.59 


Total Wholesale Retail 


94.12 96.29 92.26 
93.30 95.31 91.62 
93.65 96.44 91.13 
94.17 96.35 92.17 


Retail 
50.22 
50.16 
50.28 
51.39 
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| * TOTAL RESERVE * pouicy. | SECURITIES on 
| COMPANIES OF THE COMMERCIAL UNION - OCEAN GROUP ADMITTED FOR — eee 
at ASSETS LIABILITIES SURPLUS REQUIRED ADMITTED —_| POLICYHOLDERS’ 
: BY LAW ASSETS SURPLUS 
Commercial Union Assurance Co. Ltd. f $23,976,609 | $16,336,022 |$7,640,587 |$1,064,522 | $24,217,088 | $7,881,066 
The Ocean Accident & Guarantee Corp. Ltd. t | 27,830,667] 21,879,066 5,951,601} 985,009] 28,126,163) 6,247,097 
: | American Central Insurance Company 10,873,654 7,043,326} 3,830,328) 388,151} 11,043,797} 4,000,471 - 
| The British General Insurance Co.Ltd. t 1,778,235| 1,044,366/ 733,869] 651,864) 1,780,951} 736,585 
i anna 1904 
| The California Insurance Company 7,167,014] 4,289,154] 2,877,860} 365,914) 7,287,975] 2,998,821 
"| Columbia Casualty Company 14,951,579 | 10,990,925} 3,960,654) 734,576) 15,106,632) 4,115,706 
| The Commercial Union Fire Ins. Co. of N.Y. | 5,016,981| 3,397,111 1,619,870] 331,580] 5,059,180] 1,662,070 
| The Palatine Insurance Company Ltd. ¢ 4,228,696} 2,390,169} 1,838,527) 629,476) 4,313,598) 1,923,429 | 
Union Assurance Society Limited t 3,464,719 | 2,366,273} 1,098,446| 636,181) 3,539,865! 1,173,592 
tT U. S. Branch * If all Bonds and Stocks owned were valued on the basis of December 31, 1948 Market Values, the Total Admitted Assets and 
Policyholders’ Surplus would correspond to the amounts shown in the last two columns at the right. 
Writers of 
FIRE e¢ CASUALTY - MARINE 







































CREDIT AND FINANCIAL ‘MANAGEMENT, April, 1949 





BOOKS 


for busy executives 


Reviewed by DR. CARL D. SMITH 


Economic Systems by Harold G. 
Moulton, President, Brookings In- 
stitution. Published by the Brook- 
ings Institution, Washington, D. C., 
1948, price .50. 


This pamphlet is one of the chap- 
ters in a volume soon to be published 
by the Brookings Institution under 
the title “Controlling Factors in 
Economic Development.” This 
pamphlet portrays in a most interest- 
ing manner four major conceptions 
of economic organizations that have 
taken form during the past century. 
It effectively contrasts the free en- 
terprise system with communism, 
with state socialism and with certain 
hybrid systems characterized by the 
New Deal and what President Tru- 
man now calls the Fair Deal. 

The contrasting evaluation of 
these systems can briefly be stated in 
the terms of the author as follows: 
“The former (free enterprise) sys- 
tem holds that the surest means of 
promoting economic progress is by 
developing the individuals who com- 
prise society by according to each the 
fullest possible measure of freedom 
of decision in economic matters. 
Communism, on the other hand, em- 
phasizes, at least in practice, the top 
group or state as the source of wis- 
dom and initiative. The individual 
members of society, who take orders 
instead of making decisions, are re- 
garded as of secondary importance. 

“State socialism calls for public 
ownership and management of cer- 
tain selected industries with freedom 
of initiative permitted to continue 
elsewhere. Between are certain hy- 
brid systems in which private enter- 
prise operates under the general 
overhead control of the government.” 

Here is a pamphlet which we ad- 
vice business executives to obtain, 
read carefully and then pass on to 
their associates. 
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Cartels 


Cartels or Competition? by George 
W. Stocking and Myron W. Wat- 
kins, Research Directors, Twentieth 
Century Fund. Published by the 
Twentieth Century Fund, New 
York, 1948, price $4.00. 


Two years ago we reviewed on 
this page the first of a series of three 
reports on the subject “Cartels in 
Action.” That volume gave a review 
of the development, described the 
methods, and analyzed the results of 
international cartels in eight impor- 
tant fields of trade activity. For the 
benefit of our readers I quote the 
authors as to what is a cartel. “A 
cartel is an arrangement among or 
on behalf of producers engaged in 
the same line of business with the 
design or respect of limiting or elim- 
inating competition among them.” 

Executives whose firms have any- 
thing to do with foreign trade should 
read “Cartels of Competition” with 
thoughtful care. The reader will ob- 
tain an objective appraisal of the 
movement as a whole and a realistic 
picture as to the extent to which car- 
tels affect both foreign and domestic 
markets of the United States. The 
reader cannot help but be impressed 
by the influence which cartels may 
have on industrial stability, upon the 
volume of employment, technological 
advance, and the growth or retarda- 
tion of investment funds as the life- 
blood of our economy. 

Early in his exploration of this 
volume the reader will be confronted 
with this all-important question: 
“Can America maintain an economy 
based on free enterprise and com- 
petitive market when most of its for- 
eign customers and suppliers are 
state trading monopolies?” One can- 
not intelligently answer this question 


without looking into the forces which 
are undermining competition, the 
principal factors which contributed 
most to the unparalleled growth of 
cartels after World War I, and the 
economic consequences of cartels and 
their regulatory powers. 

Credit and financial executives 
ought also to be very much inter- 
ested in this subject and the treat- 
ment this volume gives it because of 
the potential effects of cartels upon 
economic expansion on the one hand, 
or economic restriction on the other, 
They should study with due care the 
effects which these forces have upon 
physical policies and credit stability. 
Now as never before business men 
need to understand more thoroughly 
the problem of raw materials and the 
wide fluctuation of prices in relation- 
ship to these materials and how gov- 
ernment controls on these factors 
make highly unpredictable situations 
which make price and market fore- 
casting impossible of any degree of 
assurance. Chapter 11, dealing with 
the road ahead, and Chapter 12, 
which outlines the cartel policy for 
the United States, are worth the en- 
tire investment of time and money by 
the executives in reading this book. 
Many executives may not agree with 
the conclusions of the writers but 
constructive thinking on the problem 
will have resulted and that is decid- 
edly worth while in these times. 


Financial Controls 


Financial Controls and Breakeven- 
Points. Published by American Man- 
agement Association. New York. 
1948. $1.00. 


This pamphlet contains five excel- 
lent treatises on financial manage- 
ment that credit and financial execu- 
tives should be familiar with for out 
of them may well be obtained some 
valuable suggestions for meeting the 
problems that are so perplexing to- 
day. The subjects treated are as 
follows: 

The Financial Aspects of Break- 

even Points 

A Flexible Method of Salary Cost 

Control 
Conservation of Corporate Liquid 
Assets 

Management of Reserves for In- 

ventories and Depreciation 


Your Stockholders—And You. 
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: going concern f... 


ws 5 cv cv rr ' 


Firm X seemed to prosper from its very begin- 
ning. There was an immediate and continuing 
demand for its products. Its factory was well- 
directed, well-equipped, efficiently operated. 


Then sales took a jump. Orders came pouring 
in, and the increased volume of business neces- 
sitated expansion. More modern machinery 
was added to the plant... new modern methods 
of production were introduced. 


Today Firm X is out of business. True, sales 
were soaring to an all-time high, but operating 
costs outstripped them . . . dragged the firm 
below the “break-even point” before manage- 


Gong concern l... 


gone CONCEIN ... 


ment had any indication they were going under. 
Inadequate office machines had produced in- 
adequate records and statistics—had furnished 
too little information too late. 

When you replace obsolete figuring and ac- 
counting equipment with modern Burroughs 
machines and methods, you get today’s facts 
today. Why not talk it over with your local 
Burroughs man? He’ll show you how fast, flex- 
ible and efficient Burroughs machines can pro- 
duce the information and data you need—on 
time. Burroughs Adding Machine Company, 
Detroit 32, Michigan. 


4 
WHEREVER, THERE’S BUSINESS THERE’S Bu rrouw Sony 
£ oD 
THE MARK OF SUPERIORITY & 
IN MODERN BUSINESS MACHINES 
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In the 
MODERN 


office 


REATER copying versatility, 
G greater ease of operation, 
and complete mobility to per- 

mit point-of-use operation are among 


the advantages otfered by an im- 
proved high-speed photocopy camera 


just announced by the Photo Records 
Division of Remington Rand, 315 
Fourth Ave., New York, N. Y. 
Known as the Record Dexigraph, 
this camera is specifically designed 
for copying all kinds of business, 
government and institutional records. 

The Record Dexigraph can be 
rolled on casters from one depart- 
ment to another, wherever the rec- 
ords to be copied are located. There 
ate no delays or interruptions in 
normal routine caused by sending 
records to a special department or 
to an outside source for copying. 
They can be copie: and released for 
active use or returned to the files in 
a few seconds. The possibility of 
loss is reduced, confidential informa- 
tion is protected. 

No more space is required for the 
Record Dexigraph than for an ordi- 
nary desk. It plugs into any stand- 
ard 110 volt electrical outlet. Special 
wiring or plumbing of any kind is 
not required at point-of-use. 

The developing of Dexigraph 
prints is a separate procedure. Ex- 
posed prints are carried in a light- 
tight transfer box to any darkroom 
facility where they can be developed 
whenever convenient. This permits 
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higher output by making possible 
continuous operation of the camera 
as well as multiple processing of 
prints. If desired, however, the 
Record Dexigraph can be operated 
in conjunction with a darkroom. A 
door in the rear of the camera can 
easily be removed and the Dexi- 
graph backed up against an open- 
ing in the darkroom wall. 


COMPLETELY new electric 

keyboard fanfold writing ma- 
chine, designed to produce better 
and more multi-copy work with less 
physical effort by the operator, has 
just been announced by Underwood 
Corporation. The machine, which is 
now available at Underwood offices 
throughout the United States, com- 
bines the fully electric keyboard for 
speed and uniformity of type impres- 
sions with improved automatic fea- 
tures for simplified machine mani- 
folding operations. 

The Underwood Electric Key- 
board Fanfold Writing Machine is 
equipped with an automatic electric 
carriage return*and a two position 
intermediate carriage return feature 
to speed efficient production while 
eliminating ordinary typing fatigue. 

Other features of the machine 
include full length tabulator bar for 
either left or right hand operation, 
plus a palm tabulator for rapid selec- 
tion of columnar positions. De- 
signed for using continuous forms, 


there is also a transparent “form 
cutting knife to permit unobstructed 
insertion of loose forms, A rede- 
signed form measuring guide facili- 
tates removal of forms, and the ma- 
chine is equipped with a floating 
sheet carbon paper bracket plate 
for sheet carbon paper. 

A standard typewriter keyboard 
with standard arrangement of fea- 
ture keys makes the machine adap- 
table for use by all typists, and 


standard type styles are available for 
typing all multi-copy records. Roll 
Carbon Paper Bracket Plates are 
also available. 


NEW, motor-driven microfilm 

reader, with constant focus at 
three speeds and variable magnifica- 
tion of 24 to 35 diameters, is an- 
nounced by Recordak Corporation, 
subsidiary of the Eastman Kodak 
Company. Named the Recordak 


Transcription Reader, the new ma- 
chine is designed especially for 
business organizations which refer 
to 16mm. film records frequently 
and continually throughout the work- 
ing day. Accessory parts will be 
made available for converting the 
reader to accommodate 35mm. film. 

Resembling a two-drawer letter 
file in height and appearance, the new 
reader stands on the floor alongside 
an office desk, within convenient 
reach. An operator can load film 
and operate the machine easily from 
a sitting position. 

The turret top screen rotates 
through a full 360 degrees. Oper- 
ators can turn the screen directly 
into their line of vision for maximum 
reading comfort and _ efficiency. 
Placed between adjacent desks, the 
reader serves two clerks alternately. 

Motor-driven, the new reader 
offers a selection of three speeds, 
both forward and in reverse. Top 
speed of 400 feet a minute is for 
locating the general position of an 
image quickly and for fast rewinding. 
A full, 100-foot roll of film can be 
rewound in fifteen seconds. 

Slow speeds of one half foot and of 
ten feet a second are for identifying 
particular documents and for in- 
specting film just returned from 
processing stations. These two slow 
speeds can be adjusted by a rheostat 
to suit the operator. 
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Highlights of the 37th Annual Report of 
COMMERCIAL CREDIT COMPANY 


The activities of Commercial Credit Company are carried on in three main divisions, 
consisting of Finance Companies, Insurance Companies and Manufacturing Companies. The con- 
solidated operations, total volume of receivables acquired by the Finance Companies, gross premiums 
written by the Insurance Companies, net sales volume of the Manufacturing Companies and con- 
solidated net income credited to Earned Surplus were larger during 1948 than for any previous year 
in the history of the Company. 


Consolidated Balance Sheet as of December 31, 1948 


ASSETS LIABILITIES, CAPITAL AND SURPLUS 


CURRENT ASSETS: CURRENT LIABILITIES: 
Cash in banks and on hand............... aes $ 51,974,536.72 Notes Payable—Unsecured Short Term $284,794,500.00 
Marketable Securities: Accounts Payable and Accruals 23,287,156.98 
U. S. Government Obligations $ 40,434,313.50 Reserve for Federal Income Tax 14,450,159.49 
Other Marketable Securities 9,632,195.02 Funds Held under Surety Agreements 515,635.67 
$ 50,066,508.52 Reserves—Customers Loss Reserves and other... 8,925,159.06 


____79,687.20 49,986,821.32 Total Current Liabilities $331,972,611.20 


Motor and Industrial Retail and “‘F.H.A.""... $335,221,655.82 UNEARNED PREMIUMS—“INSURANCE COMPANIES" 20,374,064.54 

Motor and Industrial Wholesale 82,836,617.07 

Open Accounts, Notes, Mortgages and RESERVES FOR: 

Factoring 45,755,098.96 Losses and Loss Expense—‘‘Insurance Companies"’ $10,637,503.73 

Direct or “Personal Loan’ 28,125,140.34 Security Value and Exchange Fluctuations... . 1,015,475.60 11,652,979.33 
2,179,280.99 7? er 


$494,117,793.18 UNSECURED NOTES: 


Note, 1-5/8% due Aug. 1, 1951... ..... +..-.  $35,000,000.00 
$ 20,171,379.93 Notes, 2-3/4% due serially 1953/1956 
Losses on Accounts and Notes Receivable. 5,844,884. 37 Note, 3% due Jan. 1, 1963 . 110,000,000.00 


$ 26,016,264.30  468,101,528.88 © SUBORDINATED UNSECURED NOTES: 
Other Current Assets: Notes, 3% due 1957 25,000,000.00 
Trade Receivables—‘‘Manufacturing 
Companies" $ 4,709,935.93 MINORITY INTERESTS IN SUBSIDIARIES... 174,857.81 
Inventories—‘‘Manufacturing Companies"’.... 8,673,181.25 
Premiums and other Receivables 5,727,273.19 19,110,390.37 CAPITAL STOCK AND SURPLUS: 
oe 2 ee $589,173,277.29 Preferred Stock—$100 par value 
Authorized 500,000 shares 
FIXED AND OTHER ASSETS: Issued and outstanding 250,000 shares 
Land, Buildings & Equipment— Commen Stock—$10 par value 
**Manufacturing Companies"’ Authorized 3,000,000 shares 
Company Cars ($826,346), Issued and outstanding 1,841,473 shares...... _:: 18,414,730.00 
Repossessions ($198,296) and Other 1,170,877.04 6,732,845.44 Capital Surplus 17,831,440.61 
DEFERRED CHARGES (Prepaid Interest, Expenses, etc.) 1,792,269.00 Earned Surplus “37,277, 708.24 98,523,878.85 
$597,698,391.73 $597,698,391.73 


A Few Facts, as of December 31, 1948 


CONSOLIDATED OPERATIONS NET INCOME 
Gross Finance Receivables Acquired $ 1,767,992,887 Finance Companies................5 Aided Kanone Suagiseunesedeys $ 6,731,303 
Gross Insurance Premiums, prior to Reinsurance 37,362,657 Insurance Companies 3,691,270 
Net Sales of Manufacturing Companies 90,440,269 Manufacturing Companies —__ 5,240,875 
83,410,751 Net Income from Current Operations..............+.+ Gasseueseces $ 16,663,448 
12,547,557 Non-Recurring Credit from Reserve for Contingencies, 
38,607,700 Accumulated since 1939 4,500,000 
Number of Employes: Net Income Credited to Earned Surplus 21,163,448 
Finance Companies 4,183 Net Income per Share on Common Stock: 
Insurance Companies 1,287 Credited to Earned Surplus 
Manufacturing Companies coc cecccccrccccecceeeceece Oreceeece 5,675 From Non-Recurring Reserve for Contingencies 
TNE anne sei castarrsaaseneio guseewiassseeesennenen 11,145 From Current Operations 
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NACM Views on Recordation 


(Continued from Page 7) 


eo opposition to Section 70i 
stems almost entirely from finance 
companies and banks which are en- 
gaged in the business of non-notifi- 
cation lending on the security of 
accounts receivable. The arguments 
which they advance against the pro- 
posed amendment are principally 
these : 

(1) That publicity in connection 
with assignments of accounts receiv- 
able will curtail the credit of small 
borrowers; and 

(2) That the amendment is not 
a proper subject of federal legisla- 
tion. 

(3) That the legislation is not 
necessary because the information is 
obtainable through financial state- 
ments, 


S TO the first contention, 

namely, that the credit of small 
borrowers will be curtailed by the 
publicity, the answer is clear. As 
above pointed out, the experience 
under state statutes which provide 
for public notice of assignment of 
accounts receivable has been that 
more lenders have entered the field 
than theretofore, including commer- 
cial banks, and that interest rates 
available on this type of loan have 
been reduced. The very reason for 
the high interest rates charged by 
finance companies is the risk as- 
sumed in making such loans without 
adequate information as to whether 
the assignor has or has not made a 
prior assignment. With the elimina- 
tion of secrecy, a degree of safety is 
assured, which eliminates an ele- 
ment of expense. 

Publicity in connection with ac- 
counts receivable financing will not 
curtail the extension of deserved 
credit to the borrower. Jt will, how- 
ever, prevent the borrower from 
obtaining credit twice on the same 
security. Obviously when a business 
concern borrows on its accounts re- 
ceivable, it has not increased its 
capital, but has merely added to its 
available cash, against which there 
is a corresponding liability. In the 
absence of public notice that accounts 
receivable have been assigned, the 
borrower remains the ostensible 
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owner of the accoltints, and can and 
frequently does obtain unsecured 
merchandise or bank credit on the 
basis of such ostensible ownership, 
thus twice obtaining credit on the 
same collateral. The result is almost 
inevitably over-extension and event- 
ual bankruptcy. It is submitted that 
as a matter of sound business prac- 
tice the temptation to so abuse credit 
privileges should be withdrawn. 


HE second contention, namely 

that the amendment is not a 
proper subject of federal legislation 
has, I believe, no validity whatso- 
ever. As above pointed out, the 
Bankruptcy Act has, for one of its 
primary purposes, equality of dis- 
tribution of the assets of an insolvent 
concern. The bankruptcy power is 
paramount over that of the states, 
and Congress undoubtedly has full 
power and authority by any amend- 
ment to the bankruptcy law to fur- 
ther such equality of distribution. 
The American Law Institute and the 
Commissioners on Uniform State 
Laws, in their proposed Uniform 
Commercial Code, which when com- 
pleted will be offered for enactment 
not only to the states but to Con- 
gress, provide in their latest draft 
for public notice of all liens against 
inventories and accounts receivable. 
The eminent authors of the proposed 
Code are obviously not impressed 
with the argument against the pro- 
priety of federal legislation in this 
field. 


HE third contention, namely, 

that the legislation is not neces- 
sary because the information is 
obtainable through financial state- 
ments, is not sound. Financial state- 
ments, when available at all, are 
issued only periodically. A statement 
may be issued as of a given date 
which is true in all respects and 
which discloses no accounts receiv- 
able financing. The day after the 
statement is issued, ‘the accounts re- 
ceivable may be assigned, and credit 
extended without knowledge or 
notice of the change in the buyer’s 
financial position. Again, a financial 
statement may disclose accounts re- 


ceivable on the assets’ side and a 
loan liability on the opposite side, 
without disclosing that the liability 
is secured by a pledge of the ac- 
counts appearing on the assets’ side, 
Such a statement would not be ma- 
terially false but would be grossly 
misleading to the recipient. 

The finance companies, whose 
opposition to the proposed amend- 
ment, Section 70i, is most vocal, do 
not themselves rely upon financial 
statements alone. I am informed that 
twenty-two finance companies have 
established in Baltimore a so-called 
Fraud Prevention Bureau with 
which all members file periodical 
statements giving the names of bor- 
rowers by whom assignments have 
been made. The information in these 
files is available only to the finance 
company members and not to the 
general public. In other words, the 
opponents of this legislation have 
set up their own private system of 
notice filing, while they insist that 
the general public can safely rely 
on financial statements alone. 

The proposed amendment to Sec- 
tion 70i is limited in its application 
to non-notification financing. Para- 
graph (7) (H.R. 2691, pg. 13) ex- 
pressly excludes from the provisions 
of the bill “(a) an assignment of an 
account against the United States 
made pursuant to the provisions of 
any act of Congress, or (b) where 
the assignee forthwith notifies the 
obligors of the assigned accounts 
that the same have been assigned to, 
and are owned by and payable to, 
the assignee.” 

Notification financing usually pre- 
sents no problem. It is an accepted 
method of financing widely used in 
the textile industry, and is open and 
notorious. The proponents of Sec- 
tion 70i have been careful to exclude 
this type of operation in order not 
to interfere unnecessarily with legiti- 
mate business transactions. 


2 IS respectfully submitted that 
H. R. 2691 should be enacted in its 
entirety. Any amendment to Sec- 
tion 60a which eliminates the bona 
fide purchaser test as proposd, with- 
out at the same time providing pro- 
tection against the very type of 
secret lien which Congress success- 
fully struck down in 1938, would be 
a step backwards and a reversal of 
the consistent efforts of Congress 
toward equality of distribution in 
bankruptcy. 
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|Now—a Custom-made 


Financial Statement Form! 






FINANCIAL STATEMENT OF. 












i Bites Sa 
At Close of Business on Oe 
a 


(THIS FORM APPROVED AND PUBLISHED BY THE NATIONAL ASSOCIATION OF CREDIT 
wigherad. mig yloog merchandise {rom you on credit, or for the extension of credit, we make the following statement 
in writing, intending that you rely thereon respecting our exact financial ition. 
(PLEASE ANSWER ALL QUESTIONS. WHEN NO FIGURES ARE INSERTED, WRITE WORD “NONE”} 









ASSETS 


Cash (Total) 
(in Bank § ) 
Accounts Receivable 
(Amt. 60 Days Past Due $__ 
(Amt. Sold or Pledged §. ) 
Notes and Trade Acceptances Receivable 
(Amt. Sold or Pledged $ 
Merchandise Inventory. Not on Consignment or 
Conditional Sale, at Cost or Market which- 
ever is lower 



























(Amount Pledged $ 
Other Current Assets (Describe) 






TOTAL CURRENT ASSETS 





























Land and Buildings (Depreciated Value). =z 
Machinery, Fixtures and Equipment (Depreciated °o 
Value) 
Due from Officers or Non-Customers Mm 
Other Assets (Describe) € z 
™ 
bs 
2 
siateantaliititineti am 
INSURANCE CARRIED z = 
guarantor, surety $ Fire uN 
Amount of delinquent taxes Merchandise $§ 2 x 
Sales tax $_____ Income tax $ Furn. & Fist 
Property tax $ Other taxes $____ Hose 7 So m 
Amount of merchandise held on consign: o = Oo 
ment $ Extended Coverage § z= Cc 
Amount of machinery or equipment held vuéo a = 
under lease $ Liability xD 
Amount of machinery ©: equipment under General $ m 
conditional sale $ Auto & Truck $ 
Amount you pay per month on lease or oO 






le for Benefit 
conditional sale contract of Business $ 









BUY FROM THE FOLLOWING FIRMS: 


NAMES ADDRESSES AMOUNT OWING 


The statement above and om the back of this form has been carefully read by the undersigned (both the printed and written matter), and is, to 
my knowledge, in all respects complete, accurate and truthful. It discloses to you the true slate of my (our) inancial condition on th 
day of _________194__. Since that time there has been 20 material unfavorable change in my (our) financial condition, and if 
any such change takes place I (we) will give you notice. Until such notice is given, you are to regard this as @ continuing statement. 
The figures submitted are net estimated. They have been taken from my (our) books and physical inventory taken as on date shown. 
Neme of Individual or Firm 
It Partnership, Name Caeen t 
"Corporation, “ Officers § _... —____—— 
How long established ___.._________Previeus business experience 

here. 


Date of Signing Statement__.._______Street___. chapman 





Niners Signed by. 
Residence Address 
OE acecrnsrereneeseinstincanncncitntecemecnsanienninneiineascinaniaaiiepennaneiaatians Title 


Publications Department 


A gentleman from Texas. 
wrote to us recently, order- 
ing some financial statement 
forms. At the end of his let- 
ter he said, in effect: “Your 
forms are excellent, but for 
our business we could use a 
form that contains this and 
this and this. Such a form 
would make for quicker and 
easier analysis, and that is 
very important.” 


We passed his letter 
around to other credit execu- 
tives and they agreed that 
our correspondent had some- 
thing! The result is Form 
6W, tailor-made for those 
who extend credit to small 
businesses. 


6W is clear, concise, easy 
to fill out; it provides for a 
full schedute of real estate 
holdings and all information 
on sales. It is an envelope 
form that shows everything 
on one side of the sheet, a 
great advantage for small 
retailers. In short it is 
complete without being un- 
wieldy. 


You probably have a sam- 
ple book of NACM forms. 
If you would like to look 
over the new Form 6W and 
add it to your sample book 
write to 


NATIONAL ASSOCIATION OF CREDIT MEN 


One Park Avenue 


If you haven’t a sample book of NACM forms you certainly should. Write for one today. 


be sent to you by return mail. 


CREDIT AND .FINANCIAL’: MANAGEMENT, ‘April, 1949 


New York 16, N. Y. 


It will 
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A Sound Insurance Program 


(Continued from Page 11) 


ried insurance for sound value and 
had to replace the fire loss, it would 
either have to use $32,500 of its 
business cash, or borrow $32,500, 
the annual interest on which at 5% 
would be more than double the an- 
nual insurance premium on replace- 
ment value. 


|X closing let me say that you as 
credit men have a grave respon- 


sibility, in extending credit to your 
customers, to satisfy yourself that 
the customer has an adequate in- 
surance program—and I hope that 
what I have to say may be of some 
help to you on this important sub- 
ject. In view of the tremendous in- 
surance losses occuring daily, I be- 
lieve that adequate insurance is 
cheap at any price. 


Collection on Sound Value Basis 


Building 
Depreciation—20 years 


@ 1% = 20% 


Equipment 
Depreciation—15 years 


@ 3% = 45% 


20,000 
100,000 
45,000 


$100,000 


80,000 50% 


55,000 50% 


Reserves in Credit Analysis 


(Continued from Page 14) 


and by the tax authorities. Some 
accountants maintain that if the re- 
placement costs more it is worth 
more and the difference in price calls 
for new capital. Few replacements, 
they say, are identically like the 
asset replaced and frequently the 
replacement is functionally: superior. 
‘This justified the additional capital. 
Furthermore if prices should de- 
cline then depreciation would be 
overstated. 

The tax authorities seem to hold 
to the theory that depreciation may 
recover cost only, so that if $1000 
‘was invested in an asset which depre- 
ciates in value then $1000 may be 
recovered. To permit the recovery 
of more would result in a tax free 
gift from the government. Business 
management may take a more prag- 
matic viewpoint of the function of 
the depreciation reserve. It holds 
that a truck, for example, should 
over its life time earn a truck or, 
since it must be stated in dollars, its 
equivalent in dollars. 


HE controversy revolves around 
whether depreciation should be 
based upon actual cost or replace- 
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ment cost. Should business at some 
later time find itself with depreciable 
assets acquired at high cost but re- 
placeable at a much lower price it 
would be interesting to note how 
consistently beliefs now advanced 
by the various interested parties 
would be retained. 

If the reserve for depreciation ac- 
curately foretold when the asset 
would have to be replaced the credit 
analyst could, of course, inquire into 
the means of financing its replace- 
ment. With an excellent current 
ratio, the means of financing might 
be apparent. Since the replacement 
is usually gradual, there may be no 
sudden strain on the business, and 
the credit analyst may be reassured 
by a generally good financial posi- 
tion and his confidence in its finan- 
cial management. 

The. analyst who is addicted to 
ratio analysis will encounter prob- 
lems in determining the ratios and 
then in interpreting them. For ex- 
ample, in the ratio of Sales to Fixed 
Assets where machinery is a large 
part of the fixed assets should Sales 
be related to the residual value of 
the fixed asset, or should Sales be 


related to the functional value of 
the asset? If the residual value js 
used the ratio will seem to improve 
as the asset gets older and it will be 
best just before it is necessary to 
junk the asset. On the other hand 
to adopt its functional value is to 
ignore its deterioration and ageing, 

The most common practice is to 
use as one part of the ratio the cost 
less depreciation on the knowledge 
that actually assets usually are con- 
stantly being replaced so that after 
a time, disregarding actual expan- 
sion, both fixed assets and deprecia- 
tion ténd to become somewhat fixed 
in amount. 

Net Worth is another item which 
may be affected by Reserves, partic- 
ularly the capital reserves. Such re- 
serves as the Reserve for Working 
Capital or Reserve for Insurance are 
plainly merely segregations of Net 
Worth and should be restored to it 
for all ratio computations in which 
Net Worth plays a part. 


HE board of directors of a cor- 
poration subject to the limita- 
tions of their charter and by-laws has 
complete authority over the surplus, 
and with this authority the courts 
will rarely interfere. Surplus may be 
devoted to the payment of dividends 
or to retention in the business. When 
retained in the business its use may 
or may not be indicated. Reserves 
are informative. Provided their pur- 
pose is clear they tell the astute 
analyst much about not only the 
financial position but the financial 
management as well. 


Current Assets in 
Men's Furnishings 
Down, Survey Shows 


DECREASE of 11% in the 
current assets of 556 men’s 
furnishings concerns 

throughout the United States was in- 
dicated in an analysis of the financial 
statements of these firms which was 
made by Thomas M. Turner of 
William Iselin & Co., Inc. and 
Chairman of the Standards Commit- 
tee of the Men’s Furnishings Man- 
ufacturers Credit Group, which is 
affiliated with the New York Credit 
Men’s Association. 

556 men’s furnishings retailers 
supplied financial statements. to 19 
firms which are members of the 


group. 


CREDIT AND FINANCIAL MANAGEMENT, April, 1949 








ee OE Oa baal 


se 


— (DoD «Oo ' ~—eoeS=SllC Cw 


— —_ Pm WO = 


9 


$6,500,000,000 


in January 1949 exceeded the 

number employed in January 
/948 by more than 100 thousand, and 
payroll figures for the first half of 
the current fiscal year indicate civil- 
ign personnel service costs in the 
Executive Branch this year will 
reach $634 billion. 

Compared with the report for 
January 1948, the new report cover- 
ing civilian personnel in the Execu- 
tive Branch during January 1949, as 
compiled by the Joint Committee on 
Reduction of Nonessential Federal 
Expenditures, shows a steady in- 
crease of federal civilian employment 
inside continental United States. 
This results largely from reduction 
of its civilian force abroad by the 
Military Establishment and. the in- 
crease in the number of its civilian 
employees at home. Within the year 
the Military Establishment decreased 
its civilian rolls overseas by 34,933, 
but it increased its civilian em- 
ployees at home by 92,741. Civilian 
agencies increased their employment 
{2734 inside the United States and 
476 abroad. 

In the first 6 months of the cur- 
rent fiscal year the federal payroll 
inthe Executive Branch cost $3,258,- 
446,000. If this average of more 
than a half-billion a month is con- 
tinued through the second half of the 
vear to June-30, the personnel service 
cost for the year will be in excess of 
$6.5 billion. 

During the first 6 months the pay- 
toll cost increased successively in 
every month except October. It was 
$516,578,000 in July, $532,082,000 
in August, $535,280,000 in Septem- 
ber, $525,487,000 in October, $535,- 
303,000 in November, and $613,716,- 
0 in December. 


P is jn civilian employment 


HILE there was a net decrease 

of 1,602 in the total civilian 
personnel employed in the Executive 
Branch in January as compared with 
December, there was an actual in- 
trease of 653 in the employment in- 
ide continental United States. This 
tet increase inside the country oc- 
turred despite substantial seasonal 


decreases by the Post Office and 
Agricultural Departments, a major 
decrease in the Veterans Adminis- 
tration resulting from field office re- 
organization, and the continuing 
liquidation of War Assets Adminis- 
tration. Larger increases were re- 
ported by the Treasury Department 
and the Military Establishment. The 
overall employment in January 
totaled 2,102,854 in January as com- 
pared with 2,104,456, in December. 

With its civilian employment ris- 
ing each month, the Military Estab- 
lishment in January was employing 
892,184 civilians. Uniformed mili- 
tary personnel in the same month 
numbered 1,665,000. Both figures 
were in excess of the average for 
next fiscal year which the President, 
in his Budget Message estimated at 
865,000 civilians, and 1,616,000 uni- 
formed military personnel in active 
status. 


} pes Committee report includes a 
tabular breakdown of civilian 
personnel employed outside conti- 
nental United States as of December 
1948. It shows nearly 200,000 em- 
ployees_ representing 33 federal 
agencies in 96 countries. 


FCIB Committee 


Arranges Added 
Export Service 


HE Foreign Credit Interchange 
Bureau has announced the for- 


mation of a Committee of its 
members to discuss with officials of 
the United States Government, the 
furnishing of data on balance of pay- 
ments and similar information on 
the financial and economic condition 
of foreign countries, for the benefit 
of bankers, exporters and foreign 
traders in this country. 

The members of the Committee are 
Wilbert Ward, Vice President, The 
National City Bank of New York, 
Chairman ; A. N. Gentes, Vice Presi- 
dent, Guaranty Trust Company of 
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New York; F. B. Makechnie, Head, 
Research Division, Export Depart- 
ment, Pepsi-Cola Company ; George 
E. Quisenberry, Vice President, 
McGraw-Hill International Corpora- 
tion, and P. J. Gray, Manager, 
Foreign Credit Interchange Bureau, 
National Association of Credit Men. 
The group will meet with representa- 
tives of the Federal Reserve Bank of 
New York and the Department of 
Commerce. In addition, The Inter- 
national Monetary Fund will partici- 
pate in these discussions for the 
purpose of seeing how its published 
information can be made most useful 
to the United States government 
agencies with which it deals. 


N making this announcement, 

Philip J. Gray, Manager, Foreign 
Credit Interchange Bureau, took 
occasion to express his appreciation 
of the cooperation of The Interna- 
tional Monetary Fund in this mat- 
ter. He pointed out that it was vir- 
tually unprecedented that an inter- 
national organization, set up to deal 
only with the goyernments of its 
member countries, should sit down 
with businessmen of a specific coun- 
try to discuss their information 
problems. The willingness of the 
Fund to do so in this case was 
particularly valuable, in view of the 
wealth of information which the 
Fund has on the financial and eco-. 
nomic position of its member coun- 
tries. 


Much of this information, Mr. 
Gray pointed out, is given the Fund 
by its various member countries on 
the understanding that it be kept 
confidential. However, the Fund is 
already active in disseminating non- 
confidential information. It pub- 
lishes a Weekly International Finan- 
cial News Survey which, Mr. Gray 
stated, is an invaluable means of 
keeping currently abreast of de- 
velopments throughout the world, in 
trade and finance fields. In addi- 
tion, the Monthly Bulletin of the 
Fund, International Financial Sta- 
tistics, is, he added, unique in its 
field. This publication, he stated, 
actually contains much of the infor- 
mation which the members of the 
export fraternity have indicated that 
they are anxious to obtain on the 
financial position of various coun- 
tries. The problem is to put this in- 
formation in the form most usable by 
all concerned. 
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RECENT COURT DECISIONS 


of interest to financial executives 


Reviewed by Carl B. Everberg, Attorney-at-Law 


SALES—A case in which a buyer attempting to rescind a 
contract for the sale of goods, claiming they were not as 
warranted, lost his right to do so by not exercising his 
right to make inspection promptly, and by making resale 
of the goods after making claim for breach of warranty. 


Cuyahoga County, in Kulber 

v. Fairmont Creamery Co. and 
Visconti v. Fairmont Creamery Co., 
80 N. E. (2d) 246, put the responsi- 
bility on a buyer to act with reason- 
able dispatch in the inspection of 
goods and returning them (or ten- 
dering the return of them) where 
there is a claim that the goods are 
not as represented. 

While the law gives a buyer a 
reasonable time in which to examine 
goods to ascertain whether they are 
as represented, he may waive this 
right if he continues in possession 
of the goods beyond a reasonable 
time after delivery before exercising 
his right of remedy. 

The sale in this case was of a 
large quantity of processed shrimp. 
The shrimp was in cold storage at 
the time of sale and it was placed 
in cold storage by plaintiffs when 
delivered. The shrimp remained in 
cold storage at least three weeks be- 
fore any resale to customers of the 
plaintiff. There was no examination 


To Court of Appeals of Ohio, 


made during this time. Complaints 
were received after resale from cer- 
tain customers and the plaintiffs 
gave notice that they were canceling 
the contract, but cancellation was re- 
fused by the seller. Thereafter the 
plaintiffs continued to make sales 
of the shrimp. Complaints were also 
made as to these latter shipments. 

It was held, a failure to inspect 
or test goods within the time per- 
mitted in the contract (or by law 
when no time is stated in the con- 
tract) is a waiver of the condition 
subsequent in a contract of sale 
authorizing return of goods. The 
court said that examination of the 
shrimp in the case would have been 
relatively easy. Where the goods 
were perishable the reasonable time 
would have been a comparatively 
short time. Where plaintiffs con- 
tinued to sell the goods after knowl- 
edge of their claim for breach of 
warranty they made it impossible to 
put the seller in statu quo. This made 
it impossible to make an effective 
rescission of the contract. 


PARTNERSHIP—A case in which an ex-partner is to be 
held jointly liable for partnership obligations created by 
virtue of the partnership relation, even after dissolution 


of the partnership. 


To Court of Appeals of Ohio, 
Hamilton County, in Reed v. 
Ramey, 80 N. E. (2d) 250, re- 
affirmed a fundamental principle in 
partnership law. Where there has 
been any obligation created by vir- 
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tue of a partnérship relation, all 
partners, who have been members of 
the firm, continue to be liable even 
after dissolution of the partnership 
and notwithstanding any agreement 
between the partners that only cer- 


tain partners are to remain liable 
for the firm debts. Only in the event 
of “novation” is any such partner 
released. 

{Novation consists of the substi- 
tution of one debtor for another but 
it is always strictly essential that the 
creditor must release the old debtor 
and recognize the new—mere as- 
sumption of the liabilities without 
agreement on the part of the creditor 
is not enough. | 

In the present case it was held, 
unless a creditor has agreed to accept 
one partner as solely liable for the 
indebtedness of the partnership to 
him, thus creating novation, such 
creditor may maintain an action 
against all partners as such for the 
indebtedness, even though one part- 
ner has, by contract with the others, 
taken all assets of the partnership 
and assumed all its liabilities. 


PROPERT Y—The Legal 
Meaning of "Property". 

The Supreme Court of Illinois, in 
Howlett v. Doglio, 83 N. E. (2d) 
708 @ 714, had occasion to give the 
legal definition of the term “prop- 
erty.” This meaning is far from the 
usually accepted meaning of the 
word “property.” Said the court: 
the “word ‘property’ in law, is not 
the material object itself, byt it is 
the right and interest or domination 
which is rightfully obtained over 
the material object, with the unre- 
stricted right to its use, enjoyment 
and disposition, either limited or un- 
limited in duration.” 

When the Uniform Sales Act 
deals with the subject of the passing 
of title, it employs the term “prop- 
erty.” Many courts likewise speak 
of the “passing of property” in goods 
—meaning the passing of title of 
ownership in the goods. 
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CONTRACTS—When a 
Written Contract is the 
Only Criterion of the In- 
tention of the Parties. 


Many persons sign contracts with- 
out reading them; either they are 
afflicted at the time with an ennui 
which makes the task of reading a 
contract burdensome (particularly if 
characterized by fine print), or they 
put trust in the other party that 
there is nothing in the contract 
which would make it unwise for 
them to sign. But, unless there is 
some actual fraud, parties are bound 
by their written undertakings, no 
matter how much they regret it 
afterward. 

The Appellate Court of Illinois, in 
Cuilint v. Northern Trust Co. et al. 
80 N. E. (2d) 275, said: “The rule 
has been repeatedly announced that, 
where there is no ambiguity in the 
terms used, the instrument itself is 
the only criterion of the intention of 
the parties.” And furthermore, 
“Evidence of words or acts of the 
parties inconsistent with the plain 
terms of the contract is not com- 
petent.”” 

* * x 

The above are cases within the 
last few months. The instances may 
not represent anything novel in com- 
mercial law; nevertheless they rep- 
resent pronouncements of the law 
pertaining to business problems as 
common now as ever. For this rea- 
son their very currency undoubtedly 
justifies the reviewing of them. 





Are you going to 
ATLANTIC CITY ? 


Then you will be interested 
in seeing the complete pro- 
gram on page 41. 
—the industry group pro- 
gram on page 39, 
— the entertainment pro- 


gram, also on page 39. 
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Your Insurance 


uv if a FQM designed to 


Protect and Conserve Assets 


USINESSMEN who protect their assets with 
fire, burglary, fidelity and other insurance should 
complete their program of profit-protection by insuring their 
Accounts Receivable . . . valuable assets at all times. 


With customer payments slowing down, it is now 
more important than ever to insure profits against credit losses. 


American Credit Insurance pays you when your customer can’t... 
lets you choose “tailored” coverage by insuring all accounts, 

a selected group or just one account . . . makes 

it possible for you to get cash for past due accounts. 


For information, phone the American Credit office in your city 
or write American Credit Indemnity Company of New York, 
Dept. 47, First National Bank Building, Baltimore 2, Md. 
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Atlantic City’s famous skyline, showing the long line of first-class hotels. 


ATLANTIC CITY 


HILADELPHIA, historic city 
on the Delaware River, and 
Atlantic City, famous play- 

ground on the edge of the Atlantic 
Ocean, combine in inviting you to 
what they say will be the greatest 
Credit Congress of all time. 

The attractions of Atlantic City 
are so well known that they need 
little mention here. The famous 
boardwalk, the piers, the “rolling 
chairs,” the long line of sumptuous 
hotels are familiar to anyone who 
has ever read a Sunday travel sup- 
plement. 

Situated on Absecon Island, its 
possibilities as a resort were first 
realized by a resident, Dr. Jonathan 
Pitney. After securing a railroad 
charter, he and some associates 
planned a series of hotels so that by 
the time the railroad came through 
two hotels were already in operation. 
This was in July, 1854, almost a 
hundred years ago. The first high- 
way to the city was not built until 
1868. The city was given its name, 
oddly enough, by the engineer who 
surveyed the railroad route. 

Amusements available at Atlantic 
City include crabbing and fishing, 
deep sea and tuna fishing, horseback 
riding on the beach, and trapshoot- 
ing at the Atlantic City Gun Club 
which is open to visitors during 
daylight hours. 

Atlantic City, which greets 15 
million visitors yearly, has a total of 
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___the ideal convention center 


. 7 4 ae Sa u | 


The famous “Trolley Bell” still stands at entrance of the 
Atlantic City Country Club. In the early 1900's the bell 
would be rung to warn golfers they only had 20 minutes to 
catch the-last trolley home. 
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27,000 hotel rooms. Most of the 
hotels were taken over by the (then) 
Army Air Forces during the war. 
Nearly half a million men were 
stationed there for basic training 
and hospitalization. 

The convention city is easy to 
reach by train from Philadelphia 
and New York on the Pennsylvania 
main line. There is also frequent bus 
service from Philadelphia. By auto- 
mobile from both New York and 
Philadelphia the roads are good and 
clearly marked. 


TLANTIC CITY is a good spot 

for a convention partly because 

so many other places are easily ac- 

cessible from it. The place that 

warrants first mention is the home 

of the host Association, Philadel- 
phia. 

Philadelphia is a city of tradition. 
Its people are proud but friendly. It 
is a city of ‘old buildings and beauti- 
ful homes. Despite its importance 
as a seaport and commercial center 
Philadelphia lives graciously. 

There are many‘place’ of interest 
which make a visit to Philadelphia 
much worthwhile. 

Independence Hall, on Chestnut 
Street near 5th, contains the Liberty 
Bell. It is open from 9 to 4. 

Congress Hall, southeast corner 
of 6th and Chestnut, is open from 
9 to 4 except Sundays. 

Carpenters’ Hall, the meeting 
place of the Continental Congress, 
Chestnut near 3rd, is open from 
9 to 3. 

Betsy Ross House, 239 Arch 
Street, is open from 8:30 to 5:30. 

The Franklin Institute, 20th 
and Parkway, is well worth a visit, 
as is the University of Pennsyl- 
vania’s magnificent Museum of 
Science and Art. The U. of P. 
museum, at 34th and Spruce, con- 
tains a wonderful collection of In- 
dian, Polynesian and African art 
of all periods. 


ROM Philadelphia it is but a 

short ride by train or car to 
Baltimore and Washington. Balti- 
more is a lovely old town with a 
character all of its own and several 
magnificent restaurants, magnificent, 
that is, in the food they serve. They 
understand food in Baltimore. And 
Washington, of course, has so much 
to see and do that a week could be 
spent there before one has done or 


seen a fraction of it. From Philadel- 
phia it is but a short ride also to 
Southern Pennsylvania, the farm 
country of the Amish, the Men- 
nonites and the Dunkards, The sheer 
lushness of this wonderful country 
is unbelievable. Practically every 
inch is cultivated. There are no 
crags or steep climbs. Everything 
rolls gently and (You'd think we 
had a food editor!) the Pennsylvania 
Dutch recipes are unique. 


[* HISTORIC sites and rolling 
landscapes aren’t your dish, then 
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head northwest when you leave At- 
lantic City and keep. going. Very 
soon you will arrive at New York. 
Very soon. Books have been written 
about New York. We do not intend 
to add to them. But you will see that 
wherever your fancy lies, Atlantic 
City is a wonderful center. A trip 
there in May will give you not only 
a grand opportunity to meet fellow 
credit executives and talk shop, but 
also a splendid starting out point 
from which to see many places you 
have perhaps wanted to see for many 
years. 


| 
5 in Insurance History 


A SERVICEABLE 
INSTRUMENT 


Today’s marine policy has been changed 
in only three places since the days of Charles 
II of England. Quaint phrases applying to armed \ 
ships carrying only one boat remain in the policy 
which protects today’s luxury liners. Perils such as 
Pirates, Hostile States, Detainments of Kings and 
Princes, continue to be listed. When in the middle of the 
19th century the opening words, “In the name of God, 
Amen”, were changed to “Be it Known”, it was explained 
that. the change had been made from a sense of propriety 
rather than irreverence. This serviceable instrument 
‘represents centuries of growth among’ many. kinds of 
people and according to Sir Douglas Owen has “gen- 
erations of legal interpretations hanging almost to 
every word and almost certainly to every sentence”. 


The National Union and Birmingham Fire In- 
surance Companies continue to have great 
respect for those employees and trade 
instruments that have proven to be 


unchangingly serviceable to 


the public. 


NATIONAL UNION 
and BIRMINGHAM 


FIRE INSURANCE COMPANIES 


PITTSBURGH Sp. PENNSYLVANIA 
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What to do, how to do it, when to do it and 


who is to do it are all questions to be 


considered in formulating a working 


Credit and Collection Policy 


by J. P. SOMMERVILLE 


Credit Manager, Lehn & Fink Products Corporation, Lincoln, Illinois 


statement of credit and collection 

policy, the writer has endeavored 
to keep in mind the aim that would 
dominate any proposed program re- 
lating to a mercantile activity, 
namely, the formulation of a sound 
policy that will be reflected in its 
contribution to profitable operations. 

The prime goal of efficient modern 
credit management is to assist its 
principal to make a profit. Its prime 
purpose is to be a creative and sus- 
taining element in the progress of 
the business. Its activities therefore 
must be of a constructive nature in 
the form of increasing sales growth 
through careful development of cus- 
tomers’ accounts coupled with the 
promotion of good will and close su- 
pervision of receivables resulting in 
a reduction of credit losses. 

The first responsibility indicated 
above will be predicated on a credit 
policy that is sufficiently liberal in 
its acceptance of the maximum of 
profitable business. This principle 
applies to the Sales Department’s 
policy regarding the expansion of its 
sales program. The efforts made to 
open new territories or to exert 
greater concentration on territories 
already established will result in an 
increased flow of orders to the Credit 
Department. The attitude that will 
be assumed by that department in 
appraising these prospective accounts 
will in no small measure indicate its 
worth to the concern that employs it. 


|’: SUBMITTING the following 
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In a sales-minded organization a 
credit department would be rated 
according to the volume of business 
rejected in proportion to the total 
of new orders submitted. The effi- 
ciency of Credit Management there- 
fore should be measured by a mini- 
mum of good business lost and by 
the number of doubtful accounts that 
are handled successfully, or to put it 
conversely, whose efforts result in 
“Maximum Sales and Minimum 
Losses.”’ If a liberalizing of credits 
will result in an increase of profit, an 
opportunity exists which should not 
be overlooked. 

The sales consciousness of the 
credit department should be balanced 
by judgment in appraising the credit 
risk. It is axiomatic that no sale is 
complete until payment has been re- 
ceived. This brings into sharp focus 
the second responsibility of credit 
management — the acceptance of 
those risks that can be developed into 
well paying channels of distribution, 
and the effective follow-up of those 
accounts that become delinquent. 


O ARBITRARY standard 

should be used in judging the 
merits of a proposed account. The 
factors to be considered are variable 
and a decision is reached upon the 
merits of each individual case. In 
some instances, a reference to the 
rating book might be sufficient inas- 
much as the average retail drug 
store account does not run into high 


figures. In other cases, a more in- 
tensive investigation might be under- 
taken if the credit grantor should 
have reason to doubt the advisability 
of accepting the risk. 

In this connection it is recom- 
mended that the individual respon- 
sible for the direction of the Credit 
Department become a member of the 
various credit groups that are inter- 
ested in his industry. The day is past 
when a credit man can function 
alone. He must give and receive in- 
formation. He has become depen- 
dent upon the experience of others in 
his line for credit information and 
upon cooperative action in cases of 
delinquency, liquidation and bank- 
ruptcy. In matters of past due ac- 
counts a rigid follow-up system 
should be pursued, and if need be 
the credit man should not be hesitant 
in visiting the account in person to 
obtain a better view of the situation. 

The third responsibility which 
credit management has to its prin- 
cipal is the promotion of a spirit of 
good will. It is necessary that the 
credit department should by a fair 
and friendly attitude cement closer 
understanding between the distrib- 
utor and customer. If the credit re- 
lationship is not well handled, the 
house might lose a customer. A 
greater interest in the custorer’s 
success by prompt handling of his 
orders, and leniency in times of hard 
going will go far in bringing about a 
mutually beneficial relationship. The 
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promotion of the theme that both the 
manufacturer and wholesaler are 
jartners in a respected profession 
caunot be over-emphasized. 


Relation to the 
Sales Department 


To function properly a Credit De- 
partment should endeavor to har- 
monize its action with the sales 
jorce. To achieve this relationship it 
is necessary that there be a co-ordi- 
nation of both sales and credit pol- 
icy. Both aspire to the same good— 
the creating of a demand for their 
firm's products. Acting together as 
a team, this can be accomplished by 
a full realization of the function of 
each department and a complete and 
sympathetic appreciation of the re- 
sponsibilities that each accepts. 

There are a certain number of ac- 
counts on the books of any organiza- 
tion that are “sure pay.” These ac- 
counts pay their bills promptly and 
habitually take advantage of the dis- 
count. ‘There is another group that 
is chronically slow. Between these 
two categories there lies the third 
group—the group that is neither 
“sure pay” nor “hopeless risks.” 
This group possesses innumerable 
potential customers. Because of the 
limited number of excellent accounts, 
sales management consequently 
turns to the development of these 
so-called marginal customers. It 
will push sales to this group as long 
as the returns will more than offset 
the increased charge-offs. The credit 
department, as an integral part of 
management, will support the aim of 
sales management in broadening the 
sales front by a liberal extension of 
credit. Such an extension will be 
governed by two factors: 

1. The margin of profit to be real- 

ized on such sales. 

2. The estimated possible bad- 
debt loss against the greater 
gross return, 


| gate policy concerning sales ex- 

pansion presents the question of 
maintaining credit limits on accounts. 
In the opinion of the writer credit 
limits are merely guide posts in 
Judging the extent of credit to be ex- 
tended. The final decision as to how 
much accommodation should be 
granted depends on personal opinion 
and judgment. As in opening an ac- 
Count, the one who would fix a 


credit limit must weigh numerous 
factors involving character, past ex- 
perience, financial responsibility, etc. 
Furthermore, such credit limits can- 
not be fixed for an indefinite period 
as they are constantly subject to re- 
vision due to changes in the buyer’s 
financial status or by economic con- 
ditions. 

The credit department will make 
available to the members of the sales 
force in the form of reports, surveys, 
customer’s lists, whatever available 
information they require in the de- 
velopment of their territories. Such 
a function should be recipcrocal. A 
salesman can be of inestimable value 
to the credit department. He is, in 
effect, ‘the first line of defense” by 
keeping the department posted on 
the customers on whom he calls. 
Sales representatives should also be 
given the opportunity of seeing the 
routine of the credit department at 
first hand in order to have a better 
understanding of the problems that 
are faced by the credit personnel. 
This part of the salesman’s education 
would result in better understanding 
and harmony. 


Relation to the 
Financial Department 


The full responsibility of accepting 
the risk involved in making credit 
sales, and their subsequent return to 
capital with sufficient profit for fu- 
ture operations is assumed by credit 
management. In this respect credit 
management is inextricably bound to 
the financing branch of management. 
The financial phase of business is 
charged with the duty of keeping the 
house in good financial order, and to 
provide the necessary funds for the 
regular activity and for promotion 
of new enterprises and campaigns. 
It could hardly be expected to prop- 
erly discharge its duties if it could 
not regulate the control of outgo and 
income of the firm’s funds. From the 
acceptance of this fact it logically 
follows that financial and credit man- 
agement complement each other in 
contributing strength to their or- 
ganization. 


HE aim of the credit and collec- 

tion departments as regards Fi- 
nance will be to obtain satisfactory 
turnover of accounts receivable with- 
out needlessly antagonizing the cus- 
tomer. Such a policy will necessi- 
tate a close monthly follow-up of 
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For machine-posted records 
that wear and wear and wear 


... ot low cost 


PARSONS 
MECHANO 





This paper and card stock, 50% new cotton 
fiber, has built-in toughness, and will take a 
terrific beating, withstanding hundreds of 
handlings. 


Parsons Mechano Form was built to the 
specifications of the leading machine, ribbon 
and ink .manufacturers. You'll get legible, 
clean-cut entries, that stay legible. Mechano 
Form has the no-glare surface that means 
fewer errors in reading and writing the 
entries. So it’s fine for hand posting, too. 
Available in eight weights and seven colors. 
Matching colors in paper and cards mean 
you can use each color to indicate a type of 
account or record, saving time and assuring 
accuracy. Entries can be erased easily, by 
rubber, scratcher or chemicals, leaving the 
same color of smooth, hard surface. 


“How to Make Your Records Legible and Lasting” 


This is the title of a free 
booklet that gives the answers 
on paper for accounting and 
record-keeping purposes. It tells 
what types of paper or card to 
use for various applications 
and gives valuable. hints on 
saving time,-effort and paper. 
© PPC 1949 
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PARSONS PAPER COMPANY 
DEPARTMENT 46 

HOLYOKE, MASSACHUSETTS 


Please send me, free, without cost or obli, 
booklet ““How to Make Your Records 
Lasting”, 
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outstanding accounts. The larger ac- 
counts should be very closely 
watched and special efforts should 
be made to put them on a discount 
basis. This is especially applicable to 
the wholesalérs: 

As a necessary part of credit man- 
agement is.the control of credit and 
collection activities, necessary provi- 
sion should be made to prepare an 
analysis of all accounts receivable 
which are outstanding at the end of 
each ninety days or when statements 
are prepared. Such analysis being 
broken down into the age of the ac- 
count—e.g. : 

Current—30 days past due, 60 
days past due—90 days and over. 

This really would be an overdue 
list. Statistical reports on the ratio 
of outstanding receivables to sales, 
and the average collection period 
should be prepared periodically. 

The amount to be set up as the Re- 
serve for Bad Debts is of course a 
matter for the treasury department 
to determine. However, as the aim 
is to increase sales volume and as 
credit management will cooperate 
towards this end, it is suggested that 
adequate reserve be set up for what- 
ever additional credit losses will re- 
sult in the liberalizing of the credit 
policy. 

The question which arises in con- 
sidering bad debt losses is who is to 
decide which accounts are consid- 
ered lost and when is the charge to 
be made. The credit department is 
the most logical one to decide 
whether an account is good, bad or 


doubtful. The final authority for 
charging off bad debts should rest 
with the credit department. The 
time when they should be charged is 
a matter for the treasury department 
to“ détide,;: although a good pélicy 
would be to make such bad debt en- 
tries as’ soon as it is realized that 
further attempts to collect are 
useless. All such charges should be 
made before taking the monthly trial 
balance. 


Relation to Customers 


The contribution that Credit Man- 
agement can make towards the 
strengthening of the manufdcturer- 
customer relationship will be found- 
ed on a policy that will build and 
maintain a feeling of confidence in 
the customer. 

In the foregoing pages, I have en- 
deavored to present a policy that is 
sound and constructive. The credit 
man of today does not :cortfine: his 
activities to the routine of passing 
orders and collecting accounts. He is 
becoming more in the nature of an 
economist, a specialist in the field of 
finance. Such an interpretation of 
the position of modern day credit 
management means that it must keep 
abreast on conditions by continuous 
study and education. Credit Man- 
agement, furthermore, must be hu- 
mane and tolerant in its relations 
with those to whom it renders its 
service. Finally it must be loyal and 
supporting to the General Policies 
instituted by its principal. 


Yard-sticks for credit managers 


(Continued from Page 20) 


percentages indicates an improve- 
ment in collection trends and a re- 
covery from old and delinquent ac- 
counts. Charge-offs should be de- 
ducted from collections, but to get 
full credit for collections, recoveries 
from accounts charged off should be 
added to collections. A 12 months 
ending collection percentage of, let 
us say, 99.75% would indicate a 
potential 44 of 1% loss. 


— formulae for calculating col- 


lections on a current quota basis 
are simple. Our accounts are aged, 
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deferred, current, 30, 60, 90,. 120 
and 5 months and over. Deferred 
accounts include accounts sold on 30- 
60-90 day terms and not due. The 
current quota is equal to the total 
of current and deferred for the 
previous month. 

Collections are equal to previous 
month’s balance plus current month’s 
current and deferred, minus current 
month’s balance, minus charge-offs 
and plus bad debt collections. The 
amount deferred (usually small) is 
added to actual collections in the 
current month. The collection per- 


cent is obtained by dividing collec. 
tions by current quota (current 
and deferred for previous month). 

A graph plotted from monthly 
and 12 months ending percents of 
current quota collected will show 
wide- monthly -variations * between 
monthly and twelve month’s average 
percentages. 

There are those who will question 
the accuracy of this method, but 
proof is easy. 

By subtracting the 12 months col- 
lections from the 12 months quota 
for any period the actual increase 
in delinquent accounts after bad 
debt charge-offs and giving credit 
for bad debt collections is obtained, 

If a complete analysis is made 
each month, the collections for the 
month and year to date may be made 
in less than three minutes for each 
group of accounts. 


IX—Expense and Accruals 


Expense and accruals for bad debt 
losses go hand in hand. Manage- 
ment and every credit executive 


. should know what the total cost 


(expense plus accruals) of adminis- 
tering credits and collections is. 
There are many items of expense 
and factors influencing costs. The 
usual items are salaries, credit in- 
formation, attorney fees, traveling 
expense, telephone and telegraph, 
stationery, printing and office sup- 
plies, postage and miscellaneous. 
Here again company policy may 
vary as to what items are chargeable 
to Credit Department expense, or to 
some other department or overhead 
expense. 

Some of the factors that influ- 
ence expense are individual eff- 
ciency, average size of accounts, 
average amount of each transaction, 
sales per active account, territorial 
spread, field assistance, credit viola- 
tions and lack of credit control, and 
number of accounts per individual. 

The credit executive must judici- 
ously decide how best to meet his 
collection problems. It may mean 
the writing of another letter, or use 
of the telegraph or telephone. It 
may mean the employment of an 
attorney, or a special trip to see the 
delinquent account; elimination of 
forms, or adopting new labor saving 
forms; the employment of an. addi- 
tional stenographer, typist, of" clerk, 
or replacement with more efficient 
individuals; or the purchase of new 
and more efficient office equipment. 
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The ideal situation is where there 
are no disputes and every customer 
either discounts his bills, or pays 
when due on the 10th or 15th 
proximo. In this kind of Utopia a 
credit man only needs someone to 
write up the cash. 

Unfortunately there are customer 
complaints, errors and disputes, real 
or imagined, necessitating checking 
and writing letters, and finally the 
ever changing financial condition of 
customers, receiverships, bankrupt- 
cies, suits, collection fees and bad 
debt losses. 


THER factors contributing to 

‘high delinquency and credit 
losses are: lack of personnel, high 
average number of accounts per indi- 
vidual, economizjng onscredit infor- 
mation, improper valuation of credit 
information available, insufficient and 
too late collection follow-up, over- 
selling customers and failure to turn 
accounts over to attorneys soon 
enough. 

Here again the moving average 
principle applied to expense and 
credit sales and to the increase or 
decrease in all accounts over five 
months will show that a small in- 
crease in expense will bring about a 
large decrease in the potential less, 
or even a recovery, in-aceounts over 
the age of five months. The monthly 
percentages or amounts plotted on 
graph paper will show the relation 
of expense and losses very clearity. 


X—Number of Delinquent Accounts 


When comparing one group of 
accounts with another, the number’ 
of accounts in each delinquent column 
per 1000 current accounts gives an” 
accurate measure of collection re- 
sults where the percent delinquent 
might not disclose a bad situation. 
A slide rule is very convenient for 
this purpose. 

To begin with we arbitrarily chose 
the ratios below which have proven 
very satisfactory : 4 


- 





Current 30 
1000 300 


Total OS. . 
1200 


_——_ 


XlI—New Applications Received and 
Percent Rejected 

Very often the percent of new 
applications for credit rejected is a 
good measure of economic condi- 
tions. During the early and middle 
thirties, the percent of applications 


60 90 
100 ~=60 40 50 


rejected averaged around 18 to 20 
percent. Today under better eco- 
nomic industrial conditions, the per- 
cent of rejections has been much 
lower—6 to 8 percent. But the per- 
cent. rejected is now rising. 

What do the trends in percent re- 
jected indicate? A low percent 
should indicate good economic con- 
ditions, a loose credit policy or a 
careful screening by the salesmen in 
the field. 

A high percent of rejections would 
indicate poor economy, a tight credit 


policy, or a poor selection. of: pros- 


pects by salesmen. This latter con- 
dition is often apparent by compar- 
ing adjoining territories«where eco- 
nomic conditions are approximately 
the same. 

All salesmen should be informed 
on what makes for good credit risks, 
and what are characteristics of poor 
credit risks. Time and expense of 
credit investigations of poor credit 
risks can be eliminated by the sales- 
men themselves. It is our experience 
that good salesmen are as anxious to 
avoid bad accounts and credit losses, 
as credit men. 


N conclusion, credit men have been 

enjoying the fruits of increased 
business activity resulting from the 
war, increased earnings, increased 
money in circulation and inflation. 

Somewhere in the near, or far 
dim future, deflation is lurking in 
the shadows of a false economy ready 
to come out in the open and make 
life miserable for us. 

The honeymoon is about over. 
The groom must work harder and 
the bride must settle down to the 
drudgery of keeping house. A re- 
tired credit man whom I respect 
a great deal says: “Every dog 
should have at»least one flea to re- 
mind him he is a dog. Every credit 
man should have at least one bad 
account to remind him he is a credit 
man.” If you don’t have one now, 
it is a sure thing you will. 


120.5 Mo/Over 


What is the condition of your ac- 
counts? Can you know too much 
about them statistically? Do you 
know what the trends are? What 
are you doing to be ready? Are 
you ready for whatever may come? 
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Important Book 


On Insurance 


Now Available 


Reviewed by 
R. G. Tobin 


Property Insurance Agent’s and 
Buyer’s Guide, 1949 edition, pub- 
lished by The National Underwriter 
Company, Cincinnati, $5.00. 


The new edition of this important 
book should be of special interest 
to financial executives charged with 
the assignment of securing insurance 
protection for their company against 
the usual risks faced by business. 
This second edition presénts several 
new features. Among these is a sec- 
tion on Insurance Strrvey Analysis 
which will be helpful both to in- 
surance men and insurance buyers. 
It highlights the important points of 
coverage and the possible danger 
spots in insurance protection. The 
chart of insurable hazards as worked 
out by the New York Credit Men’s 
Association and republished in the 
December issue of .CREDIT AND 
FINANCIAL MANAGEMENT is pre- 
sented as one of the new features of 
the Buyer’s Guide. 

Definitions of insurance coverages 
will be also found interesting and 
instructive, as well as the sections on 
developments in coverage and court 
decisions applying to the several 
forms of coverage. Rate laws of the 
several states are presented in con- 
densed form with a short summary 
of the rating and advisory organiza- 
tious which operate in each state. 

An appendix presents a summary 
of replacement costs arranged by 
states. 

The Property and Insurance Buy- 
er’s Guide is not a textbook on In- 
surance but rather a ready reference 
handbook for the insurance buyer 
when he reeds to know if a certain 
type of risk can be covered and what 
kind of a policy to seek. It also 
indicates what are the regulation or 
base rates in his particular state. The 
Buyer’s Guide should be on the 
business book shelf of every financial 
executive charged with the problem 
of providing proper coverage for his 
corporation: 
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Your National 
Report 


To Each Member of National: 


After careful consideration of material appropriate for this 
message, I find nothing more important than bringing to the 
attention of each Member the opportunity to profit from attend- 
ance at the 53rd Annual Credit Congress from May 15 to 19, at 
Atlantic City, New Jersey, under the sponsorship of the Credit 
Men’s Association of Eastern Pennsylvania. 

With contradictory signs pointing to Inflation, Deflation, Dis- 
inflation, or Depression, and with the artificial expansion and con- 
traction of credit, it behooves us to get together for free discussion 
of the impact of current conditions upon our individual enterprises, 
our industries and our national economy. For this purpose, the 
entire day of Tuesday, May 17, has been set aside for an impressive 
list of Group Meetings at which time we can discuss in detail 
some of the problems and plans of members with common 
interests. I do not claim that the meeting will solve the problems 
confronting us, but I am convinced that I will be better prepared 
to plan for the future by intelligent participation in all of the 
activities scheduled for that occasion. 

A recital of some of the plans and details of the 53rd Credit 
Congress in this message would merely duplicate information 
that will be available elsewhere, but I am happy to report that 
Frederick H. Schrop, the Convention Director, and Clarence 
Wolfinger, the General Chairman of the Congress, are well 
satisfied with the splendid accomplishments of the individual 
Committees. 

While this is essentially a working meeting, the opportunities 
for diversion are so numerous that emphasis must be placed upon 
the possibility of entertainment for family groups at this famous 
seashore resort. 

In closing, your cooperation in forwarding registrations and 
reservations promptly will help the various Committees in 
planning the functions well in advance. 


KNOW YOUR NATIONAL BETTER 
BY ATTENDING 
THE 53rd CREDIT CONGRESS 


Chroarreo® ,ruald 


President, National Association of Credit Men 
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Industry Group Meeting Programs Show 
Marked Trend toward more Shop Talk’ 


Thirty Groups to Cover 
Many Vital Problems; 
Free Coffee. for Tired 
Textile Credit Men. 


by H. L. MUNROE 


Credit Manager, SKF Industries, Inc. 
Philadelphia 


Chairman, Industrial Credit Meetings 
Committee 


HIRTY major industries and their 
7 allied lines are set for the Credit 

Congress of Industry Sessions which 
will be held all day Tuesday, May 17. 
These meetings will play an important 
part in the 53rd Annual Credit Congress 
of the National Association of Credit Men 
at Atlantic City, May 15-19, when the 
Credit Men’s Association of Eastern Penn- 
sylvania, Philadelphia, plays host to thou- 
sands of the nation’s credit executives. 
This will be the time and the place to 
meet with other credit executives of your 
industry from all parts of the country. 

These all-important Industry Sessions 
constitute a complete cross-section of the 
nation’s business and industry, and will 
provide every credit executive a meeting 
place where he will find discussed credit 
problems akin to his own. 

Many of the meetings will have out- 
standing industry speakers. The men 
and women selected to address these 
Groups are experts in their lines of busi- 
ness. This year the trend of the programs 
is toward “shop talks.” On the agendas 
are panel discussions, open forum presen- 
tations, question and answer periods; in 
fact, every phase of credit and credit 
Problems encountered by a majority of 
credit executives will come up for some 
discussion. 

_ Almost without exception each industry 
1s arranging for an Industry Luncheon on 
this day. In some instances these will be 
get-together meetings for the purpose of 
fostering better acquaintanceship and per- 
sonal contacts. At others outstanding 
speakers have been selected to address 
the delegates at these luncheon sessions 


7 subjects vital to the individual indus- 
ries, 


A glance at the following resumes of the 
Industry Meeting programs to be pre- 
sented gives an inkling of what will be 
discussed. 

Some national organizations are con- 
sidering taking advantage of the remainder 
of Convention Week for conferences with 
their branch house credit men, following 
the adjournment of the Convention. These 
business chiefs who contemplate this step 
feel, as we do, that the various programs 
will provide credit executives and their 
assistants with a better understanding of 
the administration of credit policies. 

Come to Atlantic City! You cannot 
afford to miss these important sessions. 
A most cordial welcome awaits you. 


(Continued on Page 43) 


MEMBERSHIP PROGRESS 


REPORT 
May 1, 1948, to March 31, 1949, 
Comparison 
MEMBERS 

Class AA Net Gain 3-31-49 Percent 
San Francisco 55 1289 104.45% 
Louisville 42 1006 104.35 
Chicago 75 2010 103.87 
Class A 
St. Louis 105 858 =113.95% 
Rochester 50 607 108.97 
Boston 41 571 107.73 
Class B 
San Diego 49 410 113.57% 
Dallas 29 302 =110.62 
New Orleans 22 273 ~=108.76 
Class C 
Salt Lake City 31 236 ©115.12% 
Birmingham 13 220 106.28 
Des Moines 12 243 105.19 
Class D 
El Paso 25 146 120.66% 
Syracuse 28 200 116.27 
Washington 20 157. 114.59 
Class E 
Little Rock 18 65 138.29% 
Columbus 22 108 125.58 
Davenport 10 50 125.00 
Class F 
Cape Girardeau 13 38 152.00% 
Hannibal 8 24 150.00 
Jefferson City 14 50 138.88 
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lt Will Not Be 
All Business at 
1949 Congress 


HE Credit Congresses of the Nation- 
iE Association of Credit Men have a 

well-earned reputation of being “no 
junket” if we may steal a phrase from 
one of Henry H. Heimann’s monthly 
business reviews. However, there is never 
any lack of entertainment for convention- 
goers and their wives. And the congress 
of 1949 is no exception. 

The fact that Atlantic City lends itself 
to the success of conventions is borne out 
by the number of conventions that assem- 
ble there. One at least is in progress 
practically every day of the year. 

Besides the attractions of Atlantic City 
itself, the entertainment and hostess com- 
mittees of the Credit Men’s Association 
of Eastern Pennsylvania have been hard 
at work arranging a program that will 
provide something interesting to do dur- 
ing the time not taken up with business. 

On Sunday, May 15, the day the dele- 
gates arrive, a tea and musicale is planned 
during which visitors can settle down 
and get to know their hosts and vice 
versa. Registration goes on all day and 
the “House of Friendship,” the- hostess 
committee’s headquarters on the lounge 
elevation, opens its doors. The “House 
of Friendship” is open throughout the 
convention and is a pleasant resting place 
for those who get hotel corridor arches. 

Monday is the traditional day for divi- 
sion dinners and the President’s ball. 
Several dinners have already been sched- 
uled; the usual starting time is 6 p.m. so 
that diners may eat in comfort and still 
arrive at the ballroom in good time for 
the grand march. The Boston Association 
is doing the unusual by having an Asso- 
ciation breakfast instead of a dinner. 

Special entertainment for wives has 
been provided for Monday afternoon. 
Tickets from registration books entitle 
them to rides in Atlantic City’s famous 
rolling chairs, boat rides and a free 
photograph! 

Delegates will be occupied with group 
meetings most of Tuesday. So, to keep 
the ladies entertained, the hostess ccm- 
mittee has planned a luncheon and card 
party at the Ambassador Hotel. Accord- 
ing to reports there are to be some very 
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fine prizes for card winners. On Tues- 
day evening there will be a show in the 
Convention Hall with stars of *the enter- 
tainment world performing. 

Wednesday is another day of general 
convention sessions. On this day, inci- 
dentally, the Foreign Credit Interchange 
Bureau will hold its annual luncheon and 
foreign round table. On this day, too, a 
fashion show has been arranged for the 
visiting ladies. The New York Associa- 
tion staged a fashion show two years-ago 
during the Golden Anniversary Conven- 
tion and it was a huge success. The show 
at Atlantic City is expected to be equally 
popular. 

The Credit Women’s Banquet comes on 
Wednesday evening, in Trimble Hall, 
Hotel Claridge. This is the only non- 
business session the Credit Women have. 
Their Monday luncheon is a purely busi- 
ness meeting. On Wednesday evening 
also the Credit Men of Philadelphia and 
vicinity have arranged for a dance from 
9 to 1. 

No entertainment is planned for the 
final day, Thursday, May 19. That 
is the day when the sessions have a 
pageantry of their own and most of the 
wives like to attend it with their hus- 
bands. 


S. W. Conference 
at San Francisco 


Attracts 600 


San Francisco: Over 600 Credit execu- 
tives from California, Nevada, Arizona, 
Colorado, Utah and Texas met in San 
Francisco on March 23, 24 and 25 for the 
second Pacific Southwest Conference to 
be held since the war and the first in the 
Bay area in a decade. Headquarters 
were at the St. Francis Hotel. 

Speakers during the three-day confer- 
ence included Henry H. Heimann, Execu- 
tive Manager, and National President 
Charles E, Fernald. 

Four San Franciscans were also on the 
speakers’ roster, Carl J. Eastman, Pacific 
Coast Vice-President of N. W. Ayer & 
Son, Inc., delivered the opening address 
on March 23. His subject was “The bill 
you have to pay.” On March 25 speakers 
included Ransom M. Cook, Vice-President 
of the American Trust Co.; James H. 
Wells, American Surety Co., and Howard 
Hutchins, Bank of California N. A. 


Chicago Manager's Aide 
Retires After 36 Years 


Chicago: Kathleen Kelly, secretary to 
James S. Cox, retired March 15 after 36 
years with the Chicago Association of 
Credit Men, of which Mr. Cox is Execu- 
tive Manager. 

Miss Kelly was born in Ireland and 
came to this country at the age of 7. 
When she began her connection with the 
Chicago Association the staff consisted of 
exactly four girls, a far cry from the 
large organization which today services 
some 2000 members. 
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Foreign Traders 


To Hold Luncheon 


During Congress 


URRENT developments in our for- 
eign trade will be discussed at the In- 
ternational Trade Luncheon, sched- 


uled under the sponsorship of the*Foreigni~ 


Credit Interchange Bureau, in the Em- 


_bassy Room of the Ambassador Hotel at 


noon, Wednesday, May 18th, in Atlantic 
City. Wilbert Ward, Vice-President, 
National City Bank of New York, and 
Chairman of the Administrative Commit- 
tee of the Foreign Credit Interchange 
Bureau, will be chairman of the luncheon 
session, and will participate with Kenneth 
H. Campbell, Manager, Foreign Com- 
merce Department, Chamber of Commerce 
of the U. S. A., and William S. Swingle, 
Executive Vice-President, National For- 
eign Trade Council, Inc., in an informal 
review and preyiew of all phases of export 
activities. In this expert analysis - will 
be included such subjects as dollar short- 


ages, devaluation, controls, E. C. A., for- . 


eign credit terms, prices, and selected 
foreign trade markets. 

A Round Table Conference on foreign 
credit, collection, and exchange problems 
will convene immediately following the 
Intérnational Trade Luncheon. The 
Round Table will be under the chairman- 
ship of Alexander N. Gentes, Vice- 
President, Guaranty Trust Company of 
New York, who will be assisted by a 
panel of exporters representing a cross- 
section of our foreign trade and repre- 
sentative of the many export cities 
throughout the U. S. In this Round Table 
questions regarding markets, current for- 
eign credit terms, collection experiences, 
and a host of problems in connection with 
controls both at home and abroad will be 
answered. All foreign traders attending 
the Convention and all those who contem- 
plate entering the export field will find 
much of value in both the International 
Trg@ge Luncheon and, Rourid Table ses- 


sion. 


Alber Speaks at Cleveland . 


Cleveland: Louis J. Alber, author and 
foreign correspondent, addressed the 
Cleveland Association of Credit Men 
March 25. Titling his talk “Kremlin 
Blueprint,” Mr. Alber described condi- 
tions behind the “Iron Curtain.” A color 
movie of the Cleveland Browns football 
team was shown. 


G. S. Pasquier Is Named 
New Shreveport President 


Shreveport: G. S. Pasquier, Shreveport 
Times, was elected President of the 
Shreveport Wholesale Credit Men’s As- 
sociation at a dinner meeting held Febru- 
ary 14 at the Hotel Washington-Youree. 

Other officers elected were Oliver N. 
Sherburne, Bird & Son, Inc., Vice-Presi- 
dent, and John A. B.° Smith, Secretary- 
Treasurer. 7 


CHALK UP FIRST 
FRAUD PREVENTION 
SUCCESS IN 1949 


New York: Abraham Jacob Kei- 
fetz was sentenced March 23 to a 
term of imprisonment of three 
and a half years and a fine of 
$2,500 in the Federal Court for the 
Southern District of _New York 
by District Judge Rifkind. 

Keifetz, former president of Bar- 
Craft Dresses, Inc., was accused 
of concealment of assets. The case, 
as noted in the March issue of 
Credit and Financial Management, 
was investigated by the NACM 
Fraud Prevention Department. 


Tri-State Conference 


Program Plans Made 


Sioux» City: A tentative schedule for 
the Tri-State Credit Conference to be 
held in Sioux City, October 19 to 21, was 
drawn up at a recent dinner meeting 
of the conference committee. The con- 
ference is sponsored by the Interstate 
Division, NACM, and will feature Execu- 
tive Manager Henry H. Heimann. 

The schedule will be.submitted to coun- 
cillors of member Associations at a 
meeting on April 15. Credit executives 
will attend the conference from Des 
Moines, Sioux City, Sioux Falls, Omaha, 
Lincoln, Waterloo, Cedar Rapids, Daven- 
port, and Burlington. 


Purchasing, Sales and 
Credit Combine For 
Third Annual Meeting 


Los Angeles : On Thursday, March 10, 
the third annual joint meeting of three 
Los Angeles business groups was held. 
The three groups— the Los Angeles 
Credit Managers’ Association, the Pur- 
chasing Agents Association of Los An- 
geles and the Sales Executives Club of 
Los Angeles—built their meeting round 
the theme, “Coordination for Competi- 
tion.” 

Featured on the program were Roy C. 
Haberkern, Vice-President of R. J. Rey- 
nolds Tobacco Company, Winston-Salem, 
N. C., and T. W. Johnson, Vice-Presi- 
dent, Security-First National Bank of 
Los Angeles. 


Fernald is Speaker at 
Pittsburgh Luncheon 


Pittsburgh: National President Charles 
E. Fernald, Fernald & Co., Philadelphia, 
spoke at the March 8 Credo Luncheon of 
the Credit Association of Western Penn- 
sylvania. His subject was “Hidden fea- 
tures in balance sheets.” 
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Nominations Committee 
1949 CREDIT CONGRESS 


Charles B. Rairdon, Chairman 
Owens-Illinois Glass Co., Toledo. 


Councillors’ Choices 


H. A. Leigh 

Seymour Mfg. Co., Seymour, Conn. 

Alan L, Wehrheim 
Michaels, Stern & Co., 
N. Y. 

Alternate—George B. Jackson 

4, G. Behn Shoe, Co., Arlington, N. J. 

Paul M. Millians 

Commercial Credit Corp., Baltimore, Md. 

Herman M. Kessler 

The Standard Printing Co., Louisville, 

Ky. 

Emmett Below 

Marathon Corporation, Menasha, Wis. 

E. C. Paxton 

Dallas Power & Light Company, Dallas, 

Texas 

G. E. Brister 

American Sugar Refining Ca New Or- 
leans, La. 

Edward P. Kautzky 

Valley Bank & Trust Co., 

Iowa 

Ralph J. Stowell 

National Bank of Commerce, Seattle, 

Wash. 


Inc., Rochester, 


Des Moines, 


Members at Large 


James N.. Jones 

Decatur & Hopkins Co., Boston, Mass. 

L. D. Duncan 

National Distillers Prod. Corp. New 
York. 

John Brown, Jr. 

Hajoca Corp., Philadelphia 

Irwin W. Stumborg 

Baldwin Co., Cincinnati, Ohio 

R. L. Seaman 

Star Merchandise Co., Inc., 
E. A. Tiede 

Standard Oil Co., Wichita, Kansas 

W. S. Wilson 

Sloss-Sheffield Steel & Iron Co., Inc., 
Birmingham, Ala. 

John J. Schwalbach 

Land O’Nod Co., Minneapolis, Minn. 
Daniel E. Weber, Davis Bros. Inc., Den- 
ver, Colo. 

Fred Cates 

Arden Farms Inc., 

Los Angeles, Cal. 


Chicago 


Four Past National Presidents 
E. L. Blaine, Jr., 


Seattle, Wash. 

Robert L. Simpson, 

C. T. Patterson Co., Inc., 
La. 

Paul W: Miller, 

The Marlborough Company, Atlanta, Ga. 

Bruce R,-Tritton, 

American Stove Co., Cleveland, Ohio 


Peoples National Bank of Washington, 


New Orleans, 


53rd Annual Credit. Congress 


May 15 - 19, 1949. 


Ambassador Hotel Atlantic City, N. J. 


PROGRAM 


Monday Morning, May 16. 


(Clarence E. en General Chairman, presiding) 
Invocation... ............ chic free Rev. George W. Lawrence, 
Ventnor Community Churth, Ventnor, N. J. 
TAT CMR oh. ars oso ois da pcan 3 rw ..Charles E. Fernald, 
President, NACM 


Announcements 
Keynote address. 


Henry H. Heimann, 
Executive Manager, NACM 
Address — “Humor’—a Resource”................ weet ..Laurence H. Hall, 
British-American Humorist 


Monday Afternoon 


(A. L. Jones, Armour and Co., Chicago, presiding) 
THEME: WHAT CAN THE GREDIT MANAGER DO TO BECOME MORE 
COMPETENT? 
“The credit executive’s place in management”........... Thomas H. Nelson, 
"President, Executive Training, Inc. 
“How can the credit executive appraise management 
as a credit factor?”. ‘ ..Randolph W. Hyde, 


Treasurer, Carnegie-Illinois Steel Co. 


“How can the credit executive and his staff 


keep in tune with the times?” John H. Vogel, 


Vi ice- President, Meinhard, Greeff & Co. 
Question period and discussion 


Tuesday, May 17 
No general sessions. Industry group meetings’ all-day. 


Wednesday Morning, May 18 
THEME: CREDIT WEATHERVANES IN A POLITICAL ECONOMY 


Invocation. as ale AE cee eas The Rev. James J. Zegers, 
Assistant Pastor, Our Lady Star of the Sea Church 
Atlantic City, N. J. 
Announcements 


“The current economic picture from the credit viewpoint.”’. ...Dr. H. E. Luedicke, 
Executive Editor, Journal of Commerce, N. Y. 
“What is the current impact of taxes on business?” Alvin Burger 
Director of Research, N. .: Chamber of Commerce 
“Financing problems as seen by the accountant.”.... W. A. Paton, 
Professor of Accounting, U. of Michigan 

Question period and discussion 
Wenet Lee ee lS 
President, Lit Bros., Philadelphia 


Address. .... 


Wednesday Afternoon 
“The place of business managed utilities in the modern 


I oo eh occa ages Sheoas kee .. Pi LL. Sonily 
President, National Association of 

Electric Companies 
PAGCEEE SF os oS oe di-w s hate ti eR Peta tae Ses .....Edmond M. Hanrahan, 


Chairman of the SEC 
Question period and discussion 


Thursday Morning, May. 19 
(National President Charles E. Fernald presiding) 


ARCA Sct ts ial BA Gti a LOT ena en Re teh Rabbi Harry Jolt, 
Contention Beth Judah, Ventnor, N. J. 

Announcements 

Address. William L. Batt, 


President SKF Industries, Inc. 

Progress report on the Credit Research Foundation........ ...Paul W. Miller, 
Past President, NACM 

clas 5 os ca PA same sca aailtibacs tien te David A. Weir, 
Secretary and Assistant Executive Manager, NACM 


Summary of the convention 


Committee Reports -, 
Installation of Officers 


be es 
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Atlantic City Whos Who 


VERY year the National 
Association of Credit Men 
holds its Credit Congress of 


Industry, and every year a dif- 
ferent band of credit executives 
finds out what it means to stage 


one. Into the job they put a 
tremendous amount of time, tal- 
ent and hard labor. Out of it 
the only outward and visible sign 
of any reward they get is the 


dubious honor of having their 
pictures printed for posterity on 
this page and the page facing it. 
It doesn’t sound like much of a 
reward, but their real satisfac- 
tion comes when the convention 
is over and they can sit back, 
relatively speaking, and reflect 
on the fact that through their 
efforts thousands of other credit 
executives have had a pleasant, 
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trouble-free, instructive stay. 
Clarence E. Wolfinger, General Con- 
yention Chairman (opposite right), and 
Frederick H. Schrop (top left), National 
Convention Director, are the two who 
have to coordinate the efforts of all the 
committee chairmen. Working closely 
with them are National President Charles 
E, Fernald and E. I. Atlee, Jr., Chairman 
of the Executive Committee and President 
of the Credit Men’s Association of East- 
ern Pennsylvania, hosts to the convention. 

Each of the committee chairmen has 
an important job to do and, as always hap- 
pens when you deal with busy people, 
willing souls were found to take on the 
added work. Some of the committees, 
notably the one which has to see to the 
housing of the delegates, have been at 
work for a long time. Others, like the 
hostess committee and the entertainment 
committee, have been planning for a long 
time but their real work, the intensive 
push, will come when the convention 
opens. 

In the group on the opposite page, read- 
ing from left to right and from top to 
bottom, are shown all the committee 












chairmen : 

Frederick H. Schrop, convention di- 
rector ; 

Miss Lyzabeth M. Klinger, adjust- 
ments ; 


Mrs. Charles E. Fernald and Miss 
Felicia L. Bandos, Hostesses ; 

Richard Breed, housing ; 

Charles B. Weidman, host city regis- 
tration ; 

Charles B. Shelley, information ; 

Miss Emma A. Schob, credit women; 

H. L. Munroe, industry group meet- 
ings ; 

Ralph D. Withington, bankers; 

Morgan F. Moore, budget & finance; 
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Come to Atlantic City 


This is the first Credit Congress in many years with no 
serious hotel problem. Come! You owe it to yourself. 
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John T. Brown, master of ceremonies ; 
A. E. Southgate; honorary advisory 
committee ; 

J. V. Williams, entertainment ; 

Harry T. Sickler, transportation; 

R. H. Hunter, reception; 

William E. Vollmer, registration re- 
ception ; 

P. Edward Schenck, supply sergeant 

J. Leroy Vosburg, registrar’s com- 
mittee ; , 
Frank P. Glenn, sergeant-at-arms; 
J. Stanley Thomas, publicity, and 
Earl L. Cox, auditing. 





CHARLES E. FERNALD 


Industry Group 
PROGRAMS 


(Continued from Page 39) 


Advertising Media 


The meeting of the Advertising Media 
Industry will be opened by an address of 
welcome by R. M. Pease, Philadelphia 
Inquirer, Philadelphia, Pa. 

This will be followed by an Open 
Forum Discussion Period during which 
the following subjects will be discussed: 
“Requirements for charging a transient 
ad”; “Do you require additional informa- 
tion on risky classjfications and, if so, 
how is it obtained?” ; “Closer screening of 
orders as against increased collection 
efforts to control transient advertising 
losses”; “Should transient advertisers 
receive a special discount for payment in 
advance at the office?”; “Co-ordinating 
credits and collections” ; “Determining the 


to a Panel Discussion. 
















CLARENCE E. WOLFINGER 


value of a financial statement”; “Cash 
discount and its value’; “Methods of 
handling abusers of cash discount” ; “How 
‘sales minded’ should a Credit Manager 
be?” 

“The Business Outlook” will be the 
subject of an address by Leonard B. 
Drake, Economist for the Philadelphia 
Chamber of Commerce, Philadelphia, Pa. 

Chairman Holman advises there will 
also be a feature presentation as the 
first subject on the afternoon’s program, 
covering a topic of vital interest to the 
industry. The balance of the afternoon 
session will be devoted to an Open Forum 
Discussion Period on the following topics : 
“Radio’s question and answer period”; 
“Requirements for granting credit and 
recognition to newly established agencies” ; 
“How do you handle accounts who are 
inclined to slip from a discount basis?” ; 
“How is a new advertiser notified of the 
credit terms extended on his contract?” ; 
“Do changing business conditions make it 
advisable to shorten or lengthen the time 
limit before placing accounts for collec- 
tion?”; “New systems recently installed 
and their value’; concluding with the 
final topic “Your Problems” which will 
provide an opportunity for all in attend- 
ance to present their particular problems 
for discussion. 

An industry luncheon is scheduled for 
12:30 P. M. 


Automotive 


The opening feature of this program 
will be an address by Henry E. Everding, 
Credit Manager, The Atlantic Refining 
Company, Philadelphia, Pa. on “The 
Psychology of Financial Statement 
Analysis.” 

“Where Are We Headed?” will be pre- 
sented by William A. Duvel, National 
Credit Office, New York, N. Y. 

The morning session will be concluded 
with a presentation by Walter C. Leon- 
hardt, Vice President, Manufacturers Na- 
tional Bank, Detroit, Mich., whose sub- 
ject will be “An Appraisal of the Risk 
Factors.” 

The afternoon session will be devoted 
The Moderator 
will be R. H. Melone, Credit Manager, 
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Electric Auto-Lite Co., Toledo, Ohio. 
Following are the panel members and the 
subjects they will discuss: “Collection 
Procedures and Follow-Up,” Kathryn M. 
Sirc, Edgar A. Brown, Inc., Cleveland, 
Ohio. “Terms of Sale—Methods of En- 
forcement—Terms Chiseling,” by L. G. 
Snyder, Cooper Tire & Rubber Co., 
Findlay, Ohio. “Credit-Sales Department 
Cooperation,” by K. M. Thompson, 
Packard Electric Division, General 
Motors Corporation, Warren, Ohio. 
“Credit Outlook for 1949-1950,” by T. M. 
Sherman, Credit Manager, Toledo Steel 
Products Co., Toledo, Ohio. 

An industry luncheon is scheduled for 
12:30 P. M. 


Bankers 


The bankers’ meeting will convene at 
2:15 P. M., with the opening feature a 
panel discussion on the subject “Is Our 
Present Banking System Fully Meeting 
the Needs of Business?” Alfred H. 
Williams, President of the Federal Re- 
serve Bank of Philadelphia, will be the 
Moderator. Names of the panel members 
are as follows: 

Dr. Robert P. Brecht, Professor of 
Industry, Wharton School of Finance, 
University of Pennsylvania; T. Allen 
Glenn, Jr., President, Peoples National 
Bank, Norristown, Pa.; Harry L. Miller, 
President, Chester Dairy Supply Co., 
Chester, Pa.; Dr. Courtney Pitt, Vice- 
President in charge of Finance, Philco 
Corp., Philadelphia; William G. F. Rice, 
President, Belding-Heminway Co., Inc., 
New York, and Casimir A. Sienkiewicz, 
President, Central Pennsylvania National 
Bank, Philadelphia. 

A dinner is being scheduled at 7 o’clock, 
at which the speaker will be Marquis W. 
Childs, nationally known author and 
columnist, and former Washington corre- 
spondent of the St. Louis Post-Dispatch. 
Tickets to the dinner are available at 
$7.50 per plate. Reservations should be 
made in advance with A. J. Schneider, 
Secretary of the Bankers’ group com- 
mittee, Philadelphia National Bank, 421 
Chestnut Street, Philadelphia 1, not later 
than Friday, May 13. 


Brewers, Distillers and Wholesale Liquor 


Chairman Sheridan and his Committee 
have arranged an interesting and informa- 
tive program for this industry. 

The meeting will be opened by an ad- 
dress by E. J. O’Brien, Vice-President 
and General Sales Manager, Frankfort 
Distillers Corporation, New York, N. Y. 
His subject will be “Credit-Sales De- 
partment Cooperation.” 

“The Future—What Can We Do in Our 
Industry to Prepare for It,” will be the 
subject presented by G. H. Bush, Credit 
Manager, National Distillers Products 
Corp., New York, N. Y. 

Robert S. Holzman, Tax Administrator, 
Schenley Industries, Inc., New York, 
N. Y., will speak on the subject, “Hidden 
Taxes in the Balance Sheet”; and “Credit 
Problems of the Wholesaler” will be pre- 
sented by Joseph G. Otte, Credit Manager, 
Peter Hauptmann Company (Liquor 
Division), St. Louis, Mo. 
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The meeting will close with a general 
discussion period, at which time the dele- 
gates will have an opportunity to present 
their particular problems for discussion. 
A discussion period will also be provided 
following the various talks. 

An industry luncheon is scheduled for 
12:30 P. M. 


+ 


Building Material and Construction 


The program for this industry meeting 
will include a number of addresses by 
prominent and effective speakers on timely 
subjects of interest to the industry, in- 
cluding the following: 

“Financing the Construction of Resi- 
dential Property,” by Paul W. Mills, 
Vice President, First Camden National 
Bank & Trust Co., Camden N. J.; “Set- 
ting and Controlling Credit Limits in the 
Building Supply Industry,” by Albert A. 
Beste, Koenig Coal & Supply Co., Detroit, 
Mich. 

L. Rohe Walter, Director of Public 
Relations, The Flintkote Co., New York, 
N. Y., will discuss possible acceleration 
of small home construction as result of 
cost reduction, new materials and possibly 
building code restrictions. 

A panel discussion under the leadership 
of three members of the industry, cover- 
ing subjects of timely interest to the 
members of the industry will be the 
closing feature of the program. A dis- 
cussion period will also be provided fol- 
lowing the various addresses. 

An industry luncheon is scheduled at 
12:30, at which the subject “Know Your 
Association” will be presented by Lester 
C. Scott, E. L. Bruce Co., Memphis, 
Tenn., a member of the Board of Directors 
of the National Association of Credit Men. 


Cement 


Elliot Balestier, Jr., New York, Secre- 
tary, advises that the Cement Credit Divi- 
sion will hold its Annual Joint Groups 
Meeting, at which discussions will cover 
a wide range of pertinent subjects dealing 
with current problems of vital interest to 
the credit executives of the cement indus- 
try. This will be a closed meeting. 


Chemical and Dye 


The opening feature of this meeting will 
be an address on “Marketing New Chem- 
ical Products” by Dr. Donald S. Fred- 
erick, Vice President in Charge of Sales, 
Rohm & Haas Co., Philadelphia, Pa., 
President of the Plastic Materials Manu- 
facturers Association. 

“Ratios and Financial Analysis” will 
be presented by Arch M. Raub, Manager, 
Special Information Bureau, Dun & Brad- 
street, New York, N. Y. 

Wilbur S. Wilding, Department of 
Commerce, Washington, D. C., will ad- 
dress the meeting on the subject “The 
Outlook for 1949 in the Chemical Indus- 
tries.” 

The program will be concluded with a 
round table discussion. Discussion lead- 
ers will be John H. Alexander, Mon- 
santo Chemical Co., New York, N. Y., 
and Albert H. Hanssen, The Davidson 
Chemical Corp., Baltimore, Md. The 
subjects to be discussed are: “How we 


handle orders on new accounts—estah. 
lished accounts”; “Information to secure 
for establishing credit—setting credit lings 
—how recorded—how closely maintained”. 
“Factors determining need for personal 
call—percentage of accounts called on— 
calls made with or without salesmen— 
how far do we go to secure financial 
statements” ; “Credit Department relations 
with Sales Department—Accounts Re. 
ceivable Department—Billing Depart. 
ment”; “Kind of reports made to man. 
agement, and how frequent.” 

At the Industry luncheon, scheduled 
for 12:30 P. M., the speaker will be Pay 
L. Courtney, National Associated Busj- 
nessmen, Inc., Washington, D. C. His 
topic will be “Cooperatives as a Com- 
petitor.” 


Confectionery Manufacturers 


Chairman Brown and his Committee 
have arranged a program of six formal 
presentations as follows: 

“Appraisal of the Balance Sheet,” by 
Ogden Butler, Birds Eye-Snider, div. of 
General Foods Corp., New York, N. Y.; 
“Law and Business,” by C. R. Kroekel, 
Kroekel-Oetinger, Inc., Philadelphia, Pa,; 
“The Fourth ‘C’ of Credit,” by William 
O. Berbrick, Walter Baker Co., Boston, 
Mass.; “Public Relations in Credit,” by 
James I. Stang, General Credit Manager, 
Foote Bros. Gear & Machine Corp, 
Chicago, IIll.; “The Operations of a Bank 
Credit Department,” by James O. Whit- 
all, Assistant Cashier, Corn Exchange 
National Bank & Trust Co., Philadelphia, 
Pa.; “Credit Men’s Catastrophe Hazards,” 
by Harold Taylor, Associate Director of 
Public Relations, American Insurance 
Co., Newark, N. J. 

A discussion period will follow each 
address, thus providing an opportunity 
for all delegates to participate in the 
program. 

This industry will meet jointly with the 
Food Products and Allied Lines Manv- 
facturing industry, for luncheon, at 12:30 
P. M. 


Drugs, Cosmetics and Pharmaceuticals 


“It’s Up to You!” will be the opening 
address on this program, presented by 
H. W. Adkins, Executive Vice President, 
Yahr-Lange, Inc., Milwaukee, Wisc. 

Harold Taylor, American Insurance 
Co., Newark, N. J., will speak on the 
subject, “Credit Men’s Catastrophe 
Hazards.” 

E. I. Kilcup, President, Davol Rubber 
Co., Providence, R. I., will also address 
the meeting. Subject of his talk is not 
available. 

“The Business Outlook” will be pre- 
sented by Leonard B. Drake, Philadelphia 
Chamber of Commerce, Philadelphia, 
Pa: 

The meeting will be concluded with an 
open forum period. J. W. Roberts, 
Vick Chemical Co., Wilmington, Del. will 
be the Discussion Leader. Topics of dis- 
cussion are: “Credit Outlook for 1949- 
1950”; “Terms of Sale—Methods of 
Enforcement—Terms Chiseling”; “How 
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ASSOCIATION 
PRESIDENTS 


April is half over. Soon comes con- 
vention time, golf meetings—and elections. 
Then the gentlemen on this page can 
retire to the comparatively leisurely role 
of elder statesmen. 

They have served their terms during 
one of the most perplexing years in credit 
history. They have earned a rest. 
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PROGRAM 
(Continued from Page 44) 


We Can Help Small Businesses—Store 
Planning—Merchandising—Reduction of 
Excessive Inventories, etc.”; “Taxes as 
They Affect Our Customers (Need of 
acquainting customers with dangers that 
will arise through failure to make proper 
provision for taxes)”; “Increasing Credit 
Department Efficiency”; “Methods of Re- 
ducing Old Accounts While Selling Cur- 
rently”; “Setting Credit Limits—How 
and Why?”; “Training of Credit Depart- 
ment Personnel.” 


Electric and Radio Manufacturers 


The program for this meeting will in- 
clude a number of addresses by effective 
speakers on subjects of interest to the 
industry, including the following: 

“Practical Approach to Chapters X and 
XI of The Chandler Act,” by Mortimer 
J. Davis, Secretary, New York Credit 
Men’s Association, New York, N. Y.; 
“Securing of Financial Statements,” by 
E. I. Atlee, Jr., I-T-E Circuit Breaker 
Co., Philadelphia, Pa.; “Reserve for Bad 
Debts,” by J. J. McKiernan, Struthers- 
Dun, Inc., Philadelphia, Pa.; “The Finan- 
cial Future of the Radio and Television 
Industry,” by K. W. Tibbitts, Vice Presi- 
dent, National Credit Office, New York, 
N. Y. 

W. C. Hall, General Credit Manager, 
Sylvania Electric Products, Inc., Salem, 
Mass., will also address the meeting. The 
title of his talk is not available. 

The Afternoon Session will open with a 
panel discussion. This discussion will 
cover three topics which will be presented 
by the following panel members: 

“Survey of the Exchange of Credit 
Information in the Electrical Industry,” 
by Harold Hess, Chicago Association of 
Credit Men, Chicago, IIll.; “Procedure 
of National Credit Interchange,” by S. J. 
Haider, Director, Credit Interchange and 
Industry Service Department, N.A.C.M., 
St. Louis, Mo.; and “The Need of Re- 
gional Group Meetings,” by R. A. 
Mattson, Belden Manufacturing Co., 
Chicago, IIl. 

Following the presentations of the panel 
members, the delegates will have an 
opportunity to discuss the three topics 
presented; after which there will be a 
summary and recommendations. 

The meeting will close with an open 
forum period—“Discussion of Industry 
Problems.” All delegates will have an 
opportunity to present their problems for 
discussion as well as the over-all problems 
of the industry. 

A joint luncheon with the Electrical 
and Radio Wholesalers is scheduled for 
12:30 P. M. 


Electrical and Radio Wholesalers 


Under the able leadership of Chairman 
Hoffman and his Committee, an extremely 
interesting program has been arranged 
for this industry. 

The morning session will consist of two 
formal talks by prominent speakers, with 
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discussion periods following each. “How 
Clear Is the Customer’s Picture” will be 
presented by Morris J. Cohen, CPA, New 
York Credit Association Committee on 
Co-Operation with Certified Public Ac- 
countants. “Financial Statement Analysis” 
will be the subject of the open forum 
period to follow, with Mr. Cohen as the 
Discussion Leader. The second subject 
on the Morning Session program will be 
“The Electrical Appliance Market,” by 
C. W. Kirby, Assistant General Sales 
Manager, Crosley Division, Avco Cor- 
poration, Cincinnati, Ohio. The open 
forum period, with Mr. Kirby as Discus- 
sion Leader, will be on “Maximum Dis- 
tribution.” 

“Current Problems in Financing the 
Retail Dealer” will open the Afternoon 
Session. The speaker will be William F. 
Kelley, Vice President, Pennsylvania 
Company for Banking and Trusts, Phila- 
delphia, Pa., Chairman of the Consumer 
Credit Committee of the American Bank- 
ers Association. Mr. Kelley will also be 
the Discussion Leader for the Open 
Forum Period following, on the subject 
“The Dealer and His Problems.” 

The balance of the program will be 
devoted to shop talk under the title of 
“Clearing House for Ideas.” Three Dis- 
cussion Leaders have been assigned. Ray- 
mond P. Coyle, Credit Manager, Hub 
Cycle & Radio, Inc., Boston, Mass, will 
lead the discussion on “Insurance Require- 
ments for the Dealer’; “Use of Trade 
Acceptances and Warehouse Receipts” ; 
“Patterns in Dealer Failure’; Discussion 
on the second group of subjects will be 
led by L. DeBaun, District Credit Man- 
ager, Westinghouse Electric Supply Co., 
New York, N. Y. Subjects: “Dealer 
Investigation—MRC and Credit Inter- 
change” ; “Local Industry Groups.” Arthur 
Brooks, Credit Manager, General Elec- 
tric Supply Corp., Philadelphia, Pa., will 
be the Discussion Leader on “Dealer 
Relationship—(Personal Visits)” ; “Credit 
Files and Their Use.” 

The delegates will hold a join luncheon 
at 12:30 P. M., with the Electrical and 
Radio Manufacturers. 


Fine Paper 


“Current Problems in the Extension of 
Credits” will be the opening address, pre- 
sented by Stanley B. Trott, Vice Presi- 
dent, Maryland Trust Company, Balti- 
more, Md. 

C. Vernon Thomas, Special Repre- 
sentative, Baltimore & Ohio Railroad, 
Baltimore, Md., will speak on “Transpor- 
tation—and other things—In Foreign 
Lands.” 

“The Future—What Can We Do in 
Our Industry to Prepare for It?”, will 
be presented by H. H. Hanson, Presi- 
dent, W. C. Hamilton & Sons, Miquon, 
PA. 

This industry will meet jointly with the 
Paper Products and Converters Group 
for luncheon at 12:30, and also for their 
Afternoon Session. 


Floor Coverings and Furniture 


Four formal presentations have been 
scheduled by Chairman Hoyer and his 
Committee. These are: “Credit Trends” 


by John E. Hoff, Vice President anq 
Sales Manager, Klearflax Linen Looms, 
Inc., Duluth, Minn.; “Injecting the Right 
Psychology in Your Dunning Letters” by 
Miss Helen Sommers, Trojan Hosiery 
Mills, Indianapolis, Ind; “The Considera. 
tion and Treatment of Troubled Accounts” 
by Andrew B. Crummy, Counsellor 
Law, Newark, N. J.; “1949 As It Looks 
from Here” by John E. Beahn, Vice 
President, American Credit Indemnity 
Company of New York, Baltimore, Md. 

The balance of the program will be 
devoted to a question and answer pe- 
riod. Chairman Hoyer has appointed 3 
board of experts as “The Answer Men,” 
composed of C. N. Jolliffe, Alexander 
Smith & Sons Co., New York, N. Y., 
E. C. Corwin, John Widdicomb Co., Grand 
Rapids, Mich.; H. C. Pfost, Simmons Co, 
Elizabeth, N. J., and J. E. Beahn, Amer. 
ican Credit Indemnity Company of New 
York, Baltimore, Md. These “Answer 
Men” will discuss the questions and prob- 
lems submitted to them by the delegates, 
Opportunity will also be provided for 
general audience participation in the dis- 
cussion. 

An industry luncheon is scheduled for 
12:30 P. M. 


Food Products and 
Allied Lines Manufacturing 


The Morning Session will be exclusively 
a question and answer period. Hear the 
answers to such questions as follows, and 
many more to be submitted prior to the 
meeting by those in attendance: “Cash 
Discount—(What policy is adhered to 
when shipment is not received within 
discount period?)”; “Terms of Sale— 
(Has there been any shortening of the 
discount period—reduction of cash dis- 
count or elimination of 30 day net 
term?)”; “Cooperatives—( What is their 
future?)”; “P & L Statements—(Is there 
any concerted effort being made to obtain 
these from  wholesalers?)”; “Credit 
Policies—(Are they sound in our indus- 
try?)”; “Personnel—(What procedure is 
followed in training Credit Department 
personnel?)”; “Forecast—(What is the 
credit picture for the balance of the 
year?).” 

The Afternoon Session will open witha 
presentation by D. J. Dickens, Vice Presi- 
dent, Lawrence Warehouse Co., New 
York, N. Y., on “Field Warehousing.” 

The balance of the Afternoon Session 
will be devoted to a panel discussion on 
“Accounts Receivable System.” — The 
Discussion Leader will be Jack Graber, 
Franklin-Baker Division of General Foods 
Corp., Hoboken, N. J. 

A joint luncheon is scheduled at 12:30 
P. M., with the delegates in the Confec- 
tionery Manufacturers industry. A CBS 
talk and film will be presented—‘“Tele- 
vision Today.” 


Food Products and 
Confectionery Wholesalers 

Two speakers are scheduled for the 
Morning Session, with the entire after- 
noon devoted to round table discussion. 


(Continued on Page 50) 
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N. W. Credit Men 
Hold Conference 
at Vancouver 


Vancouver, B. C.: The Credit Men’s 
Associations of the Pacific Northwest held 
their 28th Northwest conference March 
17and 18 at the Hotel Vancouver. Repre- 
gntatives were present from Bellingham, 
Lewiston, Portland, Seattle, Spokane and 
Tacoma, and also from the Canadian 
Credit Men’s Trust Association, Ltd., 
British Columbia Division. 

The program for Thursday morning, 
March 17, included addresses by Henry 
H. Heimann, Executive Manager, NACM, 
on the purpose and objective of credit 
associations; by R. D. Baker, President 
of the Standard Oil Co. of B. C., Ltd., on 
free enterprise, and by Louis J. Groom, 
Imperial Oil Co., Ltd., on What we have 
to sell. Graham F. Towers, Governor of 
the Bank of Canada, spoke during lunch- 
eon on “Canadian Business 1939 . . .” 

The delegates split up into 12 industry 
groups for the afternoon. In the evening, 
at dinner, addresses were heard from 
National President Charles E. Fernald 
and G. Roy Long, Barrister. 

On Friday morning, at a second general 
session, President Fernald opened the 
program with a talk on raising the stand- 
ards of credit. Other speakers were M. 
C. Luke, Canadian Industries, Ltd., on 
the selection and training of personnel, and 
R. W. Peterson, Past President of the 
Seattle Association, on the Credit Man- 
ager and the industrial accountant. E. L. 
Blaine, Jr., Past President, NACM, was 
the luncheon speaker. 

Following an afternoon tour of the 
West Shore delegates gathered for a final 
banquet at which the speakers were the 


Rev. E. D. Braden and Henry H. 
Heimann. 


Credit Classes Hold 
Annual Discussion 


Philadelphia: The annual panel discus- 
sion of the two classes at Temple Uni- 
versity under the direction of the educa- 
tional committee was held on Tuesday, 
March 22, 

Questions on credit problems were sub- 
mitted by members of the classes and 
answered by a panel consisting of John 
A, Eiseman, The Pennsylvania Company 
for Banking and Trusts; Henry E. Ever- 
ding, Atlantic Refining Co.; Frederick W. 
Hammett, Bayuk Cigars, Inc., and Miss 
Florence Jesanker, North American Lace 
Co. Wesley N. Jobe, Wm. Montgomery 
Co. was moderator. 


Houston Secretary Resigns 


Mr. R. E. Boeger has resigned as Sec- 
'etary Manager of the Houston Associa- 
tion of Credit Men. The President of the 
Houston Association advises us his suc- 
‘essor was not appointed at press time. 
We wish Mr. Boeger success in any new 
undertaking. 


Celebrates 25 Years’ Service 





Stephen J. Wirtz, Omaha National Bank, Councillor of the Omaha Association of Credit 
Men, congratulates Gus P. Horn, Association Secretary, on completing 25 years as Secretary. 
Mrs. Horn is on the left. 


Omaha: At a dinner meeting of the 
Omaha Association of Credit Men at- 
tended by 150 people, Gus P. Horn was 
paid special honor for completing 25 
years of continuous service as the Asso- 
ciation’s Executive Manager. 

With the presentation to Mr. Horn of 
a combination radio, Mr. Stephen Wirtz 
of the Omaha National Bank, told some 
of the interesting episodes that occurred 
during Mr. Horn’s career. Mr. Horn 
entered the credit profession in 1912 in 
the Omaha office of Armour & Co. In 
1919 he became Credit Manager for 
Standard Oil Company of Nebraska. He 
was active in the affairs of the Omaha 
Association of Credit Men, and headed a 
number of committees. 

Gus Horn was elected President of the 
Omaha Association of Credit Men in 
1923. It was during this year that the 
Association’s Board of Directors pro- 


Fernald and Heimann 
On Seattle Program 


Seattle: Both Executive Manager 
Henry H. Heimann and National Presi- 
dent Charles E. Fernald spoke at the 
March meeting of the Seattle Association 
of Credit Men. Mr. Fernald spoke on 
“Your Credit Association” and Mr. 
Heimann on “The Credit Men’s Respon- 
sibilities of Today.” 

Both Mr. Fernald and Mr. Heimann 
were visiting the West Coast in connec- 
tion with conferences at San Francisco 
and Vancouver, B. C. 
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posed that Mr. Horn leave his position 
and accept the post of Executive Manager 
of the Association. 

Through his 25 years of leadership, the 
Association has grown and prospered. It 
now has a membership of 325, represent- 
ing Omaha’s leading manufacturers, 
wholesalers, and financial institutions. 

Mrs. Gus Horn was presented a gor- 
geous bouquet of American Beauty roses 
by Mrs. Elsie Wally, President of the 
Women’s Credit Group. Mr. and Mrs. 
Horn are planning a vacation trip to 
Japan to visit their daughter and son-in- 
law, Mr. and Mrs. Larry Tighe and 
children, who are living in Tokyo. 

The meeting continued with an ad- 
dress by O. H. Stewart of the Aetna 
Casualty & Surety Co., of Des Moines, 
Iowa, on “Comprehensive General Liabil- 
ity.” President J. C. Conley presided 
as chairman. 


Forum Series Conducted 
By Columbus Assn. 


Columbus: The Columbus Credit Asso- 
ciation is conducting a series of forum 
meetings at the Ohio Fuel Gas Co. 
auditorium. The subjects already cov- 
ered and to come are taxes on February 
9, Insurance March 9, Selling April 13 
and Banking May 11. 

On March 17 Samuel R. Hepworth, 
Assistant Professor of Accounting at 
Ohio State University, addressed the 
association on “Current trends in finan- 
cial statements.” 
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Confidentially Speaking 


Mrs. Helen R. Douglas succeeds V. J. Doneth, resigned, as Credit Manager of 
Purchase Electric Co., Grand Rapids .. . Frank L. Cobb has succeeded Fred Ma- 
haney as Credit Manager of Commercial Controls Corp., Rochester . . . Paul Leach 
now is manager of Credit Department at Ohio Fuel Gas Co., Findlay, Ohio... C. 
M. Frederickson, Treasurer, Korsmeyer Co., Lincoln, Nebr., is now General Man- 
ager and Treasurer ... R. R. Martin succeeds K. E. Major, retired, as Credit Man- 
ager of Plankington Packing Co., Milwaukee . .. Alvin E. Miller is now Credit 
Manager of United States Bedding Co., St. Paul... James B. Little succeeds 
Dwight Hill as Credit Manager of Chamberlain Rubber Co., Rochester ... Ralph A. 
Mergler now represents the Haines Food Machines, Inc., Dayton ... John Hick- 
erson is now Credit Manager at Swift & Company, Columbus .. . W. Everett 
Knouff has been appointed General Credit Manager at Columbia Steel Company, 
Seattle, transferred from Portland. 

TACOMA CHANGES—G. W. Hockett succeeds W. B. Machie as Credit Man- 
ager of Sherwin-Williams Co. . . . L. W. Moore now represents the Zellerback 
Paper Co. in Credit Management ... S. A. Beeker has succeeded Lewis N. Benson 
as Credit Manager of City Millwork Co. ... Rex Rutherford sttcceeds T. G. Kelly 
in Credit Management at Carman Mfg. Co. 

Mr. Wm. J. Stoner has succeeded J. M. Riggs as Credit Manager at Dayton Pump 
& Mfg. Co., Dayton . . . Miss Alice Cross succeeds Wm. F. Curran as Credit 
Manager of The Bell Sound Systems, Inc., Columbus ... Harry F. Reid, formerly 
with Consumers Power Co., is now associated with McLaughlin Ward & Co., Jack- 
son, Mich. .. . E. D. Mashek is the new Credit Manager at Iowa Electric Supply 
Co., Fort Dodge, Iowa... R. S. Stradley has been promoted to Assistant Secretary 
and Assistant Treasurer of Atlantic Steel Co. Atlanta . . . Norman Jones, now 
Credit Manager, Procter & Gamble Distributing Co., Detroit, was formerly at Minne- 
apolis and San Francisco... R. E. Brandt has taken over Credit Management at 
Miami-Dickerson Steel Co., Dayton ... John L. Mutz, Treasurer, has added credits 
to his responsibilities at Barbasol Co., Indianapolis. 

OMAHA CHANGES—Mr. George Bathe has succeeded Elmer Rosengren, now 
retired, as Credit Manager of Ready Mix Concrete Stone Co... . Dewey L. Deppe, 
elected Vice-President, now Vice-President and Secretary, Omaha Hardware Lumber 
Co.... Tom C. Hogatt succeeds A. T. Corby as Credit Manager of Westinghouse 
Electric Supply Co... . Ed N. Solomon has been elected Vice-President of the First 
National Bank . . . John C. Conley elected Vice-President, Wright & Wilhelmy... 
R. H. Winkler succeeds R. A. Wilson in Credits at Pittsburgh Plate Glass Co. . 
Herbert H. Meile elected Senior Vice-President, Douglas County Bank ... Frank 
Korous, Credit Manager, McKesson-Robbins, Inc., is convalescing after a serious 
operation. 

Mr. R. A. Scharf is now Credit Manager of Cargill, Inc., Minneapolis ... Ralph 
Jesse, Credit Manager, Industrial Rayon Corp., Cleveland, has been confined to the 
hospital for an operation .. . W. 'G. Drexelius has been elected Secretary-Treas- 
urer of Geo. H. Nowland Co., Cincinnati... R. G. Roglitz is the new Credit 
Manager at Hill Packing Co., Topeka, Kans. ... John F. McKee, Jr., Treasurer, 
is now looking after Credits at Roots-Connersville Blower Corp., Connersville, Ind. 
.. . Earl C. Michael has been appointed Sales Manager of Cleveland warehouse 
of the Todedo Plate & Window Glass Co., and is succeeded as General Credit Man- 
ager by Richard J. McKenna, transferred from Cleveland ... L. L. Daniels is 
now Credit Manager of Fentron Steel Works, Seattle ... B. H. McGehee succeeds 
C. A. Bain in Credits at Stephen Putney Shoe Co., Richmond .. . Albert B. Dorr, 
Credit Manager, Wiley-Beckford-Sweet Co., Worcester, Mass., is recuperating at 
home after a serious automobile accident ... A. F. Lamy succeeds Max Roth, re- 
signed, as Credit Manager for the New York Merchandise Co., Inc., Portland, Ore. 

CHICAGO CHANGES—G. W. Durphy, Assistant Secretary, now represents 
C. I. T. Corporation, succeeding M. E. Hellman, now General Credit Manager lo- 
cated in New York City ... E. A. Stenwall succeeds J. R. Hazlett as Credit Man- 
ager for The Diamond Match Company ...§. Shuman succeeds A. J. Schrader, 
resigned, Credit Manager at Ingersoll Utility Unit Division, Borg-Warner Corp. 
... D. B. Olmsted, Auditor, now supervises Credits for Packard Motor Car Co. 
. . . George Wiehn has succeeded W. E. Wild as credit Manager at D. B. Scully 
Syrup Co. . .. Miss M. Donaldson now directs the Credits and Collections for 
Aetna Auto Parts Co. ...J. S. Moeller succeeds C. L. Cozad as Credit Manager 
for the Glolite Corp... . E. J. Laukes replaces M. Hasselmann as Credit Manager 
at Harlich Mfg. Co. ... 8S. D. Stormer is now Credit Manager at Chase Brass & 
Copper Co Miss Ruth C. Johnson, formerly with Adler Mfg. Co., is now 
handling Credits for Cummins Business Machines Corp... . J. J. Evans is the new 
Credit Manager at International Furniture Co. ...A. C. Buehler, Jr., succeeds 
W. E. Ristow as Credit Manager at Victor Adding Machine Co. 

Mr. Austin E. Ganly, Assist. Treasurer, The Pantasote Co., Passaic, N. J., adds 
responsibility of Credits to his work ...T. N. Gilbert is now Credit Manager at 
Mohawk Carpet Mills, Inc., Amsterdam, N. Y., succeeding James H. Murphy, re- 
tired ... Philip P. Brauch now handles Credits at Kahn Tailoring Co., Indianapolis 
...€. T. Roth succeeds W. W. Emans, retired, as Credit Manager of Ohio Clover- 
leaf Dairy Co., Toledo. E. B. M. 


Food Credit Men 
Elect Dunn Head 
of 1949 Board 


The national food group recently 
elected new officers for the year 1949.5 
The election took place in Chicago where 
several members were attending the tenth 
annual midwest food conference. 

These are the new officers: W. R 
Dunn, General Foods Corporation, New 
York, Chairman; Elmer Weiland, Atlantis 
Sales Corp., Rochester, N. Y., Vice. 
Chairman, and T. J. Lyon, Kellogg Sale 
Co., Battle Creek, Treasurer. 

New directors elected at the meeting 
were: C. A. Armstrong, Drackett Prod. 
ucts Co., Cincinnati; A. P. Brigham, Pe 
Milk Sales Co., St. Louis; O. W. Bullen, 
Lever Bros. Co., Cambridge, Mass.; F. 
M. Hulbert, Procter & Gamble Distrib. 
uting Co., Cincinnati; J. C. Moore, Stoke- 
ly-Van Camp Co., Inc., Indianapolis; A. 
F. Norris, Penick & Ford, Ltd., Inc, 
New York; J. F. Welsh, McCormick & 
Co., Inc., Baltimore, and E. O. Regel- 
mann, Bon Ami Co., Inc., New York. 


Four-Man Panel Covers 
Basic Credit Problems 
At Philadelphia Meet 


Philadelphia: The Credit Men’s Asso- 
ciation of Eastern Pennsylvania held a 
panel discussion at their monthly luncheon 
meeting on Thursday, March 17. Four 
speakers took part in the program. Na- 
tional Director Graham H. Rothweiler, 
Heller Brothers, discussed “How far can 
the credit department go in endeavoring 
to help a slow paying and _ struggling 
customer to get his business on a sound 
basis?” Dean W. Liscom, Joseph T. 
Ryerson & Son, Inc., spoke on “Why does 
a credit policy of getting away from your 
desk and calling on your customers pay 
big dividends?” The most effective use 
of mercantile agency service was covered 
by P. Edward Schenck, Container Cor- 
poration of America, and J. Stanley 
Thomas, Secretary of the Association, 
completed the panel with a discussion 0 
the best way to obtain results in collec- 
tions. President E. I. Atlee, Jr., I-T-E 
Circuit Breaker Co., presided. 


Harry J. Delancy, Meinhard, 
Greeff & Co., has accepted an 
invitation from President Fer- 
nald to serve on the commit- 
tee to consider revision of the 
NACM Constitution. 


Attorney Heard at Evansville 

Evansville: O. H. Roberts, Jr., Attor- 
ney-at-Law, addressed the Evansville As 
sociation of Credit Men on March 22. His 
subject was “What does Evansville meat 
to you as a community?” 
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News from the 


CREDIT WOMEN'S GROUPS 


Kansas City: The regular monthly 
dinner-meeting of the Kansas City Credit 
Women’s Club was held March 9 at the 
Business & Professional Women’s Tea 
Room. Guest speaker was Mr. Eugene 
Christy of the Better Business Bureau, 
speaking on “Postwar Rackets.” Minute 
Speaker was Mrs. Ruby Harvel, Geissler’s, 
Inc. whose subject was “Getting Over 
the Hump.” Soloist for the evening was 
Mrs. Lenore Nicholson, former member 
of the Kansas City group, accompanied 
by Miss Marjorie Cole, present Treasurer. 

A hospitality period preceded the meet- 
ing, during which time members viewed 
a display of publications received during 
various Credit Women’s groups through- 
out the country. 

Mrs. Verda Hughes presided. 


New Orleans: The New Orleans Credit 
Women’s Group, at its March meeting, 
elected a new slate of officers. They are: 
Katherine Ebrentz, Progressive Bank & 
Trust Co., President; Dorothy Wyllie, 
Gulf Refining Company, Vice-President ; 
Alma Lee Mulholland, Motion Picture 
Advertising Service Co., Treasurer, and 
Marcella Ritter, James E. Comiskey Co., 
Secretary. 


Pittsburgh: The Pittsburgh Credit 
Women’s Group heard an address on 
March 23 by Montfort Jones, Professor 
of Finance at the University of Pitts- 
burgh, on “How’s Business?” Members 
of the Credit Association of Western 
Pennsylvania were invited to the meeting. 


St. Louis: Saint Louis Credit Women 
are happy to report that we now have 27 
new Association members for the National 
Membership Drive and we are hoping to 
be able to report quite a few more before 
the drive is ended. 

Conference Chairman, Miss Oma Koch, 
Britt Printing & Publishing Co., and her 
committee are hard at work making plans 
for the 1949 Mid-West Credit Women’s 
Conference which will be held in Saint 
Louis, October 21st, 22nd, and 23rd, 1949. 
They are making every effort to make 
this one of the outstanding conferences of 
the Credit Women’s Groups. 

We hope that plans are already being 
made by many Credit Women’s Groups to 
attend our conference this fall. 


_New York: Our monthly dinner meet- 
ing held on April 7th at the Advertising 
Club, had as its guest speaker, Mr. 


Charles V. Morris, Vice President of 
Reinhold-Gould Inc. His subject was 
“How Living Letters Get That Way.” 
An artist in his field, his unorthodox 
approach has made his letters a legend 
in the International Graphic Arts Circle. 
His work is included in “Effective Busi- 
ness Literature,” a textbook used by 
the University of IMlinois. He has also 
made contribution to the Letterwriting 
Handbook now in process of publication 
by Northwestern University of Chicago. 
So that we may become better ac- 
quainted with his style, the Better Letters 
Workshop sent us several kits containing 
specimens of Mr. Morris’ letters which 
were distributed to the guests. It was a 
stimulating and memorable evening. 


Cleveland: Sixty members and guests 
attended the March 8th “Know Your As- 
sociation” Meeting of the Cleveland 
Credit Women’s Club, which was held in 
the Cypress Room of Hotel Hollenden. 
Members of the Board of Trustees and 
officers of the Cleveland Association of 
Credit Men were guests for the evening. 

Speakers were: Mr. E. B. Gausby, of 
Warner & Swasey Company, a director 
of the National Association of Credit 
Men, for this district; Mr. A. E. Fletcher, 
of Standard Oil Company of Ohio, presi- 
dent of the Cleveland Association of 
Credit Men; Kenneth S. Thomson, Exec- 
utive Secretary of the Cleveland Asso- 
ciation; Miss Kathryn Sirc, of Edgar A. 
Brown, Inc., a member of the National 
Credit Women’s Executive Committee; 
and Miss Elsie Daly, of Harshaw Chem- 
ical Mfg. Company, a past-president and 
charter member of the Credit Women’s 
Club. 

Complete reports of the duties of the 
officers and functions of the Association, 
both Local and National, were very ably 
presented. 


Houston: The monthly Dinner Meeting 
of the Wholesale Credit Women’s Club 
of Houston was held Tuesday evening, 
March 8th, in the Texas State Hotel. 
The Club was entertained by the showing 
of a very interesting and educational 
color motion picture entitled, “It Must 
Be Somewhere,” dramatizing the manage- 
ment of Office Files; before and after the 
installation of an efficient Filing System. 
The film was shown through the courtesy 
of the Remington Rand Branch Office. 

A Special Committee submitted some 
changes in the Constitution and By-Laws 
of the Club which were read and adopted 
by a vote of the members present. 
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Our Secretary, Mrs. Fern Curtis, has 
resigned and the Board will appoint her 
successor at the next meeting. 

+ 


Boston: The March dinner-meeting of 
the Credit Women’s Group of Boston 
was held Thursday evening, March 10th, 
at the Pioneer Hotel. Thirty-five mem- 
bers and guests attended. Mrs. L. Peter- 
smith from the Chamberlain School of 
Retailing, was guest speaker. 

Mrs. Petersmith is a well-known teach- 
er, lecturer and consultant and her talk for 
the evening, “Spring and Summer Fash- 
ions for the Business Girl,” was most 
interesting and timely. The newest fab- 
rics and styles were shown and two stu- 
dents from the school modeled several 
ensembles. 

Annual elections were also held at this 
meeting and the officers chosen for the 
coming year, along with their respective 
member firms, are: President, Miss 
Reggia DeForge, Schlitz Dist. Company 
of Mass.; Vice President, Miss Ernestine 
Newell, Walker Stetson Company ; Treas- 
urer, Miss Nancy Doherty, The Boston 
Music Company; Secretary, Mrs. Lillian 
Edmunds, Batchelder & Snyder, Inc. 


Louisville: The Credit Women’s Group 
of Louisville was very honored to have 
as guest speaker at its last regular meet- 
ing Miss Rosa Basler of Cincinnati. Her 
topic was “The History of Credits” and 
the only complaint our members had to 
make was that she did not talk long 
enough! 

Mr. Sam Schneider, Secretary-Manager 
of the Louisville Credit Men’s Associa- 
tion, spoke on the value of attending a 
National Convention. As a result of his 
talk eight of our members have already 
signified their intention of attending the 
National Convention at Atlantic City in 
May. By Convention time we hope to 
have that many more credit women in 
attendance. 


Minneapolis: The March dinner meet- 
ing of Minneapolis Wholesale Credit 
Women, held at Dayton’s Sky Room, 
March 8th, was one of the best ever. 
Guests from the St. Paul and Duluth 
Credit Women’s groups included Miss 
Mary Reedy, who gave the highlights 
of the North Central Credit Conference 
to be held at Duluth, April 8th and 9th. 

Mrs. Hazel Daniels, Assistant Director 
of the Division of State Institutions, gave 
a very timely and interesting talk on 
“What the State of Minnesota Is Doing 
for Their Handicapped.” 

A most delightful musical program was 
presented by Mrs. Frank Gudgeon, violin- 
ist, and her accompanist, Miss Doris 
Pope. 


Spokane: Executive Manager 
Henry H. Heimann addressed a 
meeting of the Spokane Merchants 


on March 14. He warned of a 20% 
drop in earnings but no depression. 
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WITH REGRET 


We announce the passing of these mem- 
bers of the Association: H. §S. Tyler, 
Binkley Coal Co., Chicago, Ill... 
Michael Gidwitz, Lanzit Goremmnted 
Box Co., Chicago, Ill. ... Charles Gall- 
meyer, Gallmeyer & Livingston Co., 
Grand Rapids, Mich... . Emil H. H. 
Tisch, Tisch Auto Supply Co., Grand 
Rapids, Mich. ... Walter J. Hubbard, 
American National Bank, (Past Presi- 
dent, Indianapolis Association of Credit 
Men), Indianapolis, Ind. E. M. 
Eaton, American Mutual Alliance, Chi- 
cago, Ill... . Frank J. Charvat, Hot- 
point, Inc., Chicago, IIl. Simon 
Zeitler, Sieloff Packing Co., St. Louis, 
Mo.... H. W. Ragsdale, Gulf Oil Cor- 
poration, Atlanta, Ga. . . .John H. In- 
galls, State Street Trust Company, 
Boston, Mass. . E. P. DuPont, 
Northwest Paper Co., Duluth, Minn. . 
Roger Devine, Gillette Safety Razor Co., 
Boston ... Harry I. Reed, Elhide Co., 
Boston . . . R. E. Slonaker, Philadel- 
adelphia Dairy Products Co., Philadel- 
phia, Pa. . M. F. Gravens, Field 
Packing Co., Owensboro, Ky. . . . John 
Krause, The Master Builders Co., Cleve- 
land, Ohio . . . Robert K. Fast, John 
E. Fast & Co., Chicago... T. T. Knapp, 
Hartford Accident & Indemnity Company, 
Chicago, II]. 


Clarence Harry Hearing 


Roanoke: Clarence Harry Hearing, 
manager of the Roanoke Association of 
Credit Men, died at. his home February 
23. He became associated with the credit 
organization in 1930. He was the Associ- 
ation’s first full-time manager. 


L. H. Lund 


L. H. Lund, Vice President and Treas- 
urer of the Westinghouse Electric Cor- 
poration, died in his office Monday morn- 
ing, March 14, of a heart attack. 


Situation Vacant 


Credit Manager wanted by large southeastern 
wholesale concern through ages of 25-40. Must 
have ability to take full and complete charge 
of credit and collections in one of our branches 
in the southeast. gal education, or experi- 
ence with wholesale building trade desirable 
but not essential. Good salary to proper party. 
Absolutely do not apply unless you can quali- 
fy. State full qualifications in letter, also phone 
number. Box A-3, Credit and Financial Manage- 
ment. 


Finance Credit — Young commercial finance 
company credit officer seeks new opportunity 
in or outside finance field. College graduate, 34, 
experienced receivables, installment contract 
financing, etc. Well versed in all phases _ of 
credits and credit department supervision. Box 
A-1, Credit and Financial Management. 


General Credit Manager—Top level experience 
National Industrial Administrative Credit 
scope. Commercial Law and Public Accounting 
background with ability to direct and meet 
people. Expert in organization, methods, evalu- 
ation of risks, credit techniques and. repre- 
sentation on Creditor’s Committees. Degree. 
Box A-2, Credit and Financial Management. 
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District Two 


Annual Meeting 
At New York 


New York: Councillors of the Associa- 
tions affiliated in the National Association 
of Credit Men and located in District #2 
met in New York on March 19 to discuss 
plans for the Tri-State Conference to be 
held at Albany on October 13, 14, and 15. 
Donald M. Terry, Councillor of the East- 
ern New York Association of Credit 
Executives at Albany, was chairman of 
the Councillors’ Meeting which was 
attended by representatives from all Asso- 
ciations in the district, with the exception 
of Allentown. National Director Arthur 
L. Franklin of Baltimore, was present 
representing the Baltimore Association as 
an invited member of the District #2 
Conference. 

Morton J. Hall, president of the East- 
ern New York Association of Credit 
Executives, outlined the plans which have 
already been made for this annual con- 
ference and indicated that arrangements 
had been made for entertaining 600 or 
700 delegates from the various Asso- 
ciations in the district. The theme of 
the Conference as announced by Mr. Hall 
will be “Greater Profits Through Produc- 
tive Credit.” 

One of the plans which will be vigor- 
ously promoted during the intervening 
time before October provides for pro- 
grams for Industry Groups on Saturday, 


October 15. A _ special committee has 
been appointed to promote these Industry 
Programs. 

A plan was also discussed at the March 
19 meeting of the Councillors to hold 
a joint conference in the fall of 1950 be. 
tween the Associations in District #1 anq 
those in District #2. The Councillors 
present at the March 19 meeting ex. 
pressed unanimous approval of such 
plan and it is understood that the Asggo. 
ciations in New England included in Djs. 
trict #1, have also endorsed this genera| 
plan, although no actual action will be 
taken on the plan until the fall confer. 
ences to be held by both districts this 
year. 

At the March 19 meeting the Coun- 
cillors selected Alan L. Wehrheim, 
Michaels, Stern & Co., Inc., Rochester, 
New York, as the Councillors’ Choice 
for member of the National Nominations 
Committee. George B. Jackson, A. G, 
Behn Shoe Co., Arlington, N. J., was 
named as Alternate for the Councillors’ 
Choice on the Nominations Committee. 


‘Spring Tonic” Meeting 
At Louisville Features 
Prominent Zoologist 


Louisville: Putting aside business for 
once the Louisville Credit Men’s Asso- 
ciation held a “spring tonic” meeting 
March 24. The speaker on this occasion 
was Dr. William P. Allyn, Professor of 
Zoology at Indiana State Teachers’ Col- 
lege, Terre Haute, who spoke on “Have 
the sideshows moved under the main 
tent?” 


Industry Group Programs 


(Continued from Page 46) 


The meeting will open with a talk by 
Walter Lalor, Secretary, C. C. Taft 
Wholesale Fruit & Grocery Co., Des 
Moines, Iowa, on “Current Trend of Food 
Prices and Its Relation to Credit Policies.” 
Chairman Wright was unable to supply 
the name of the second speaker and the 
title of his talk. 

The round table discussion will be 
under the capable leadership of Miss 
Blanche Scanlon, Nash Coffee Co., St. 
Paul, Minn., and J. C. Ledbetter, Nor- 
thrup, King & Co., Minneapolis, Minn. 
The following subjects have been sched- 
uled: “Setting Credit Limits—How— 
Why?”; “Collection © Methods—‘The 
Mailed’ Statement vs. the ‘Personally 
Handed’ Statement”; “Problems Today 
for the Credit Man—Credit Outlook for 
1949-1950”; “Financial Statement Analy- 
sis’; “What Top Management Expects 
from the Credit Department”; “New Ac- 
count Problems”; “How to Increase 
Credit Department Efficiency”; “The 
Value of Membership in a Credit Group” ; 
“What Will Happen to Food Prices 
When the ‘Farm Bloc’ Asks Its Reward 
for Election Support?”; “Method of 
Reducing Old Accounts While Selling 
Currently.” 

An industry luncheon is scheduled for 
12:30 P. M. 


Footwear 

“If I Were a Credit Man in the Shoe 
Business” will be the subject of a talk by 
Irwin Berner, Vice President, Shoe & 
Leather Mercantile Agency, Inc., New 
York, N. Y. 

W. W. Stephenson, Executive Vice 
President, National Shoe Manufacturers 
Association, New York, N. Y., will pre- 
sent “This Shoe Business of Ours.” 

“Dun & Bradstreet Service and_ the 
Credit Manager” is the subject of a talk 
by J. W. Newman, Vice President, Dun & 
Bradstreet, Inc., New York, N. Y. 

“A Traveling Credit Man Reports” will 
be covered by Fred Martin, Credit Man- 
ager, Endicott-Johnson Corp., Endicott, 


Sufficient time will be allowed following 
each of the talks for question and answer 
period. 

“Credit Outlook for 1949-1950” will be 
discussed in an Open Forum Period in 
which all the delegates will be invited to 
participate. 

An industry luncheon is being arranged 
for 12:30 ©. M. 


Hardware Manufacturers 


Chairman Kierstead reports a number of 
interesting talks on his program. “Credit 
Trends” will he the first presentation, by 
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Willard Becker, Credit Manager, Norton 
Door Closer Co., Chicago, Ill. E. O. 
Kallman, Credit Manager, Wheeling Cor- 
rugating Co., Long Island City, N. Y., will 
geak on “Financial Statements and Ratio 
Analysis.” 

At the Afternoon Session, Archie M. 
Raub, Manager, Special Service Divi- 
sion, Dun & Bradstreet, Inc., New York, 
N. Y., will talk on “Mercantile Credit 
Service.” “The Credit Executive’s Need 
for Business Law” will be presented by 
Carl B. Everberg, LL. B., LL.M., Bos- 
ton, Mass., Specialist on the laws of 
trade. 

A discussion period will follow each 
of the talks. 

The industry is joining in a luncheon 
with the Hardware Wholesalers Group, 
at which there will be a speaker on a sub- 
ject of interest to all. (Speaker and title 
to be announced later.) 


Hardware Wholesalers 


An interesting and informative program, 
set up to permit general audience partici- 
pation in the discussions, has been ar- 
ranged for this meeting. 

“Training Your Salesmen for Credit 
Cooperation” is the first presentation, 
by John Patterson, Marshall-Wells Co., 
Duluth, Minn., who will also lead the 
discussion period following, which will 
include “Duties required of the salesman 
by the Credit Department” ; “Cooperation 
desired over and above actual required 
duty”; “Keeping Salesmen fully informed 
on status of their accounts”; “Salesman 
keeping Credit Department fully informed 
on all pertinent matters concerning cus- 
tomers.” 

Albert P. Spaar, Woodward, Wight & 
Co, New Orleans, Ia., will be the Dis- 
cussion Leader on “Methods of Reducing 
Old Accounts While Selling Currently,” 
with general discussion on “Installment 
notes and current open account, or C.O.D. 
plus a percentage for reduction of old 
balance,” and “Current purchases plus 
percentage applied on oldest invoices.” 

“Credit Department Assistance to Cus- 
tomers” will be presented by E. C. 
Wheeler, Salt Lake Hardware Co., Salt 
Lake City, Utah, and will lead the dis- 
cussion period covering “General counsel 
and advice”; “Store arrangement—Dis- 
play—Merchandising”; “Credit education 
as to caring for own credit and extending 
time to customers.” 

There will also be another discussion 
period on a subject of timely interest to 
hardware wholesaler credit executives, to 
be presented by W. J. Claussen, Hibbard, 
Spencer, Bartlett & Co., Chicago, IIl., who 
will also lead the discussion following his 
presentation of the subject “New Credit 
Forms and Procedure.” 

The industry will participate in a joint 
luncheon at 12:30 P. M., with the Hard- 
ware Manufacturers. The luncheon speak- 
er will be Kenneth R. Wells, Vice-Presi- 
dent, American Natl. Bank & Trust Co. 


Subject, “Financing Through Floor Plan- 
ning.” 


Insurance 


_An informal luncheon will be arranged 
lor all members of the insurance frater- 
uty who will attend the Convention, for a 


general discussion of the relations of the 
Insurance Group to the general member- 
ship and how educational programs may be 
developed which will be of value and 
helpful to the membership and to the 
Association as a whole. 


Iron and Steel 

Chairman Donovan has prepared a very 
interesting program for the morning ses- 
sion of this industry. The Group will 
meet in joint session at luncheon and in 
the afternoon with the Non-Ferrous 
Metals, Raw Materjals and Allied Lines 
Group. 

The program for the Morning Session 
includes an address by William H. Lang, 
Assistant Treasurer and Credit Manager, 
Carnegie-Illinois Steel Corp., Pittsburgh, 
Pa., on “An Analysis of the Break-Even 
Point As a Factor in Credit Granting.” 
A discussion period will follow, with 
Orville B. Tearney, Assistant Credit Man- 
ager, Inland Steel Co., Chicago, IIl., as 
the discussion leader. 

“Future Business Possibilities” will be 
presented by John D. Gill, Company Econ- 
omist and Director, The Atlantic Refin- 
ing Co., Philadelphia, Pa. Gilbert Purvis, 
Treasurer, Atlantic Steel Co., Atlanta, 
Ga., will be the discussion leader fol- 
lowing Mr. Gill’s presentation. 


Machinery and Supplies 


This meeting will open with an address 
on “Liquidations and Adjustments in 
Bankruptcy,” by Andrew B. Crummy, 
Attorney, Crummy & Consodine, Newark, 
ie 

James I. Stang, Credit Manager, Foote 
Bros. Gear & Machine Corp., Chicago, 
Ill., will be the second speaker. His sub- 
ject is “Public Relations in Credits.” 

“Psychology of Financial Statement 
Analysis” will be ptesented by Henry E. 
Everding, Credit Manager, Atlantic Re- 
fining Co., Philadelphia, Pa. 

A question and answer and discussion 
period will follow each of these talks. 

The meeting will conclude with a Round 
Table Discussion on the following sub- 
jects: “Mercantile Reports”; “Returned 
Merchandise” ; “Cash Discounts”; “F.O.B. 
Terms”; “Credit Limits—How and 
Why?”; “Special Collection Methods.” 

An industry luncheon is scheduled at 
12:30 P. M. 


Meat Packing 


Two speakers have been obtained for the 
morning session. The first speaker will 
be W. E. Vollmer, Assistant Vice Presi- 
dent, SKF Industries, Inc., Philadelphia, 
Pa., whose subject wll be “Credit Man 
of the Future.” 

The next speaker will be Wells E. 
Hunt, President, John J. Felin & Co, 
Inc., Philadelphia, Pa. Mr. Hunt’s topic 
will be “Today’s Economic Problems of 
the Packing Industry.” 

Following each of these talks there will 
be a question and, answer and discus- 
sion period. 

The afternoon session will be devoted 
to a panel discussion on questions and 
problems submitted by the delegates. Vice 
Chairman Carrier will open the After- 
noon Session with a brief address, and 
then introduce A. L. Jones, Assistant 
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Treasurer and General Credit Manager, 
Armour & Company, Chicago, IIl., who 
will act as moderator of the question 
and answer panel consisting of the 
following: J. E. Walsh, Oscar Mayer & 
Co., Inc, Chicago, I; L. €: Gilbert, 
Swift & Co. Baltimore, Md.; R. A. 
Carrier, Agar Packing & Provision Corp., 
Chicago, Ill.; D. Maddux, District Man- 
ager, Dun & Bradstreet, Chicago, III. 

An industry luncheon is being arranged 
for 12:30 P. M. 


Non-Ferrous Metals, Raw Materials 
and Allied Lines 


Chairman Heyden announces that this 
industry will meet jointly with the Iron 
and Steel Group for the morning session, 
and a joint luncheon at 12:30 P. M., but 
will conduct their own meeting in the 
afternoon. Members of the Iron and 
Steel Group are being invited to join 
them for the afternoon session. 

The first speaker at the afternoon ses- 
sion will be E. William Lane, Treas- 
urer, American Screw Co., Providence, 
R. I. His topic will be “Credit Hypo- 
dermics.” 

“Foreign Credits and _ International 
Trade—1949” will be presented by John 
Miller, Credit Manager, Norton Com- 
pany, Worcester, Mass. 

An open forum discussion period will 
follow each talk. 


Paint, Varnish, Lacquer and Wallpaper 


In submitting the program for this 
industry meeting, Chairman Pahle said 
that in drafting the program his Com- 
mittee endeavored to keep in mind the 
changing credit conditions, and the sub- 
jects and speakers have been selected to 
provide an educational program in keep- 
ing with the times. 

The meeting will open with an address 
by Wesley Gilmour, Credit Manager, 
Boston Varnish Co., Boston, Mass., on 
“The Credits and Collections Committee 
of the National Paint, Varnish and Lac- 
quer Association.” 

“The Sales Manager and the Credit 
Manager,” will be presented by Renshaw 
Smith, Jr., Vice President and Trade 
Sales’ Manager, Devoe & Raynolds Co., 
Inc., New York, N. Y. 

J. Wilson Newman, Vice President, 
Dun & Bradstreet, Inc., New York, N. Y., 
will talk on “Dun & Bradstreet Service 
and the Credit Manager.” 

The first subject for the afternoon 
session will be “Granting Credit to Con- 
sumers.” This will be presented by 
Clarence Wolfinger, General Credit Man- 
ager, Lit Brothers, Philadelphia, Pa., who 
will touch on sources of credit informa- 
tion, how to judge risk, what to look 
out for, credit limits, and best ways to 
collect. 

E. N. Ronnau, Assistant Vice President, 
Cook Paint & Varnish Co., Kansas City, 
Mo., will cover “Granting Credit to 
Painters”; and “Granting Credit to 
Dealers” will be presented by Dwight 
Sherburne, Credit Manager, The A. 
Burdsal Co., Indianapolis, Ind. Messrs. 
Ronnau and Sherburne’s remarks on the 
granting of credit to painters and dealers 
will follow the same pattern as Mr. Wol- 
finger’s comments on consumers and will 
include the same five sub-headings. 
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A question and answer discussion pe- 
riod will follow each presentation. 


An industry luncheon is scheduled for 
12:30 P. M. 


Paper Products and Converters 


“Post War Trends in Containers and 
Packaging” will be the opening presenta- 
tion on this program. Charles Lewis, De- 
partment of Commerce, Washington, D. 
C., will be the speaker. 

Victor C. Eggerding, General Credit 
Manager, Gaylord Container Corp., St. 
Louis, Mo., will talk on “Is Free Enter- 
prise on the Way Out?” 

“Credit Problems of the Retailer, 
Wholesaler and Manufacturer” is the 
subject of an address to be given by 
George Kugler, W. H. Smith Paper Corp., 
Albany, N. Y. 

The final formal address will be given 
by E. W. Hillman, Hercules Box Co., 
Columbus, Ohio. His subject will be 
“Qualifications, Education and Training 
Required for the Credit Executive.” 

Time is provided for a question and 
answer period following each talk. 

An open forum period is provided 
for the discussion of “Case Studies.” The 
discussion leader will be P. E. Schenck, 
Container Corporation of America, Phila- 
delphia, Pa. 


Petroleum 


The program for this industry meet- 
ing will consist of two formal addresses 
during the morning session, with the 
afternoon session devoted to a round 
table discussion. 

The first presentation will be “Motor 
Freight Carriers,” by R. W. Weiler, The 
Texas Company, New York, N. Y., who 
will also serve as Discussion Leader. 

At 11 o'clock the Petroleum Group 
will join with the Iron and Steel Indus- 
try to hear an address by John D. Gill, 
Company Economist and Director, The 
Atlantic Refining Co., Philadelphia, Pa. 
His subject will be “Current Business 
Conditions.” 

The round table discussion in the 
afternoon will cover “Credit Card Ac- 
counts” ; “T.B.A. Merchandise” ; “Domes- 
tic Heating Oil Accounts”; “Jobbers and 
Distributors”; “Resellers”; and “Credit 
Reporting Services.” The following have 
been selected to serve on the panel for 
this discussion: D. E. Burroughs, General 
Credit Manager, Shell Oil Co., Inc., New 
York, N. Y.; Robert P. Dean, Credit Co- 
Ordinator, Esso Standard Oil Co., New 
York, N. Y.; A. E. Fletcher, General 
Credit Manager, The Standard Oil Co., 
Cleveland, Ohio; D. A. Grant, Division 
Credit Manager, Socony-Vacuum Oil Co., 
Inc., Chicago, Ill.; Wm. Stockton, Gen- 
eral Credit Manager, The Atlantic Re- 
fining Co., Philadelphia, Pa.; W. W. 
Rogers, Assistant General Credit Man- 
ager, The Pure Oil Co., Chicago, IIl. 

The delegates will also be invited to 
submit their questions and problems and 
to participate in the discussion. 


Plumbing, Heating, Refrigeration 
and Air Conditioning 


The program developed for this meet- 
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ing is designed to interest all branches of 
the industry. 

The meeting will be opened with an 
address by Marshall F. Rush, District 
Manager, American Credit Indemnity Co., 
Newark, N. J. His subject will be “Credit 
Insurance.” 

“Field Warehousing” will be covered 
by D. J. Dickens, Vice President, Law- 
rence Warehouse Co., New York, N. Y. 

Andrew B. Crummy, Counselor-at-Law, 
Crummy & Consodine, Newark, N. J., 
will present “A Practical Approach to 
Bankruptcy Problems for the Credit 
Manager.” 

Ample time will be provided after each 
talk for questions and answers and dis- 
cussions. 

The balance of the meeting will be de- 
voted to an open forum discussion of 
the following subjects: “How can the 
manufacturer of heating and cooling 
equipment minimize credit losses in con- 
nection with sales of equipment which 
is destined for the speculative builder 
market?”—“How can credit lines be 
maintained in connection with sales to 
the small plumbing and heating con- 
tractor ?”—“‘How can the air conditioning 
contractor ‘sell’ himself to a bank when 
he needs a construction loan?”—“Selling 
the Credit Department to the sales force.” 

At the industry luncheon scheduled at 
12:30 P. M., the speaker will be Arthur 
S. Goldman, Head of Marketing and Re- 
search Department of Architectural 
Forum, New York, N. Y. His subject 
will be “Indicators in the Construction 
Industry for the Credit Manager to Watch 
in 1949.” 


Public Utilities 


This meeting will be in session all day 
Tuesday, May 17, and Wednesday morn- 
ing, May 18, concluding with an industry 
luncheon at 12:15 P.M., to which guests 
and wives will be invited. 

The meeting will open on Tuesday 
morning with an address of welcome by 
Bayard L. England, President, The At- 
lantic City Electric Co., Atlantic City, 
N. J., who will be introduced by Richard 
Breed, who is District Representative 
on the Public Utilities Industry Com- 
mittee. 

Following the welcoming address, C. E. 
Rowe, Treasurer, Consumers Power Com- 
pany, Jackson, Mich., will speak on 
“What’s Ahead in Collections?” “Effects 
of Advertising on Public Relations” will 
be the subject of a talk by Edward Dun- 
ning, Vice President, N. W. Ayer & Son, 
New York, N. Y. 

The industry luncheon at 12:15 P.M., 
Tuesday, will feature round table dis- 
cussions. The discussion leader will be 
R. E. Bachus, Assistant Treasurer, Cin- 
cinnati Gas & Electric Co., Cincinnati, 
Ohio. Mr. Bachus will be assisted by 
A. D. Christopher, Michigan Consoli- 
dated Gas Co., Detroit, Mich.; D. F. Mc- 
Auliffe, Consolidated Edison Co. of New 
York, Inc., Brooklyn, N. Y.; David 
Robertson, Detroit Edison Co., Detroit, 
Mich.; L. L. Starrett, Commonwealth 
Edison Co., Chicago, IIl.; O. J. Vosbrink, 
Union Electric Co. of Missouri, St. Louis, 
Mo. 


“An Approach to Collection Planning” 
will open the afternoon session. W,. A. 
Kelly, Manager, Department of (Cys. 
tomers’ Accounts, Consolidated Edison 
Light & Power Co. of Baltimore, Balti. 
more, Md., will be the speaker. The bal. 
ance of the afternoon will be devoted 
to open forum discussion. 

Subjects on the Wednesday morning 
session are listed under the general head. 
ing of “5 and 10” (5 minute talk—10 min. 
ute discussion). T. J. Peterson, The 
Detroit Edison Co., Detroit, Mich., wil] 
be the Discussion Leader for this period, 
The five speakers who will participate, 
and their subjects, are as follows: “Secur- 
ity Deposit Policy,” by E. R. Johnston, 
West Penn Power Co., Pittsburgh, Pa: 
“Leaving Residence Service ‘Hot’,” by E, 
C. Paxton, Dallas Power & Light Co, 
Dallas, Texas; “A Streamlined Collec. 
tion Policy,” by G. R. McLaughlin, 
Western United Gas & Electric (Co, 
Aurora, Ill.; “Use of Telephone in Col- 
lection Activity,” by F. J. Redfield, The 
Peoples Gas, Light & Coke Co., Chicago, 
Ill.; “The Farm Customer—A Unique 
Credit and Collection Problem on Train- 
ing of Collection Personnel,’ by F. U, 
Naylor, Pacific Gas & Electric Co., San 
Francisco, Calif. 


Textile 


An innovation in industry meetings is 
provided in the program arranged by 
Chairman Skapley and his committee. 
Coffee and doughnuts on the house will 
be served at 9 A. M. 

“Bank Factoring” will be the first pres- 
entation, by J. C. Osborne, Trust Com- 
pany of Georgia, Atlanta, Ga. 

A speaker from the National Credit 
Office will talk on “Responsibility of 
Mercantile Agency Reports.” 

This will be a half-day meeting—no 
sessions in the afternoon—and the bal- 
ance of the morning will be devoted to 
“Shop Talk”’—A question and answer 
period. All in attendance are expected 
to participate. 


Wearing Apparel 


This meeting will open with an ad- 
dress by Mortimer J. Davis, Secretary, 
New York Credit Men’s Association, New 
York, N. Y. His subject will be “Con- 
templated Amendments to The National 
Bankruptcy Act.” 

“Closer Cooperation Between Sales and 
Credit Departments” will be presented 
by Harry Wilkinson, Credit Manager and 
Assistant Treasurer, John B. Stetson 
Co., Philadelphia, Pa. 

The afternoon program will consist 
of two formal addresses. The first by 
Norman A. Jackson, Credit Manager and 
Treasurer, Chester H. Roth Co., Inc, 
New York, N. Y., on “Training of 
Credit Department Personnel.” 

“Methods of Reducing Old Accounts 
While Selling Currently” is the subject 
of the second presentation. Name of the 
speaker is not available. 

Opportunity for discussion will be pro- 
vided after each talk. 

An industry luncheon is scheduled for 


12:30 P. M. 
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